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GENERAL INFORMATION 


NATURE OF BUSINESS 

Kareeberg Municipality is a local municipality performing the functions as set out in the Constitution. (Act no 1 05 of 1 996) 
COUNTRY OF ORIGIN AND LEGAL FORM 

South African Category B Municipality (Local Municipality) as defined by the Municipal Structures Act. (Act no 11 7 of 1 998) 
JURISDICTION 

The Kareeberg Municipality includes the following geographical areas; 
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Vosburg 

Vanwyksviei 
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MrZ.E. Dingile (Acting since 1 June 2012 tilt 30 November 201 2) 

Mr W. de Bruin (Since 1 December 2012) 

CHIEF FINANCIAL OFFICER 
Mr. P.B. Rossouw 

REGISTERED OFFICE 
Hanau Street, 

CARNARVON. 

9825 

AUDITORS 

Office of the Auditor General (NC) 

MoDougal Street, 

Kimberley, 8301 

PRINCIPLE BANKERS 
ABSA, Victoria Street, Carnarvon 

ATTORNEYS 

G.B. Kempen & De Wet Net, Victoria Street, Carnarvon 
RELEVANT LEGISLATION 

Municipal Finance Management Act (Act no 56 of 2003) 

Division of Revenue Act 
The Income Tax Act 
Value Added Tax Act 

Municipal Structures Act (Act no 117 of 1998) 

Municipal Systems Act (Act no 32 of 2000) 

Municipal Planning and Performance Management Regulations 
Water Services Act (Act no 1 08 of 1 997) 

Housing Act (Act no 107 of 1997) 

Municipal Property Rates Act (Act no 6 of 2004) 

Electricity Act (Act no 41 of 1987) 

Skills Development Levies Act (Act no 9 of 1999) 

Employment Equity Act (Act no 55 of 1998) 

Unemployment Insurance Act (Act no 30 of 1966) 

Basic Conditions of Employment Act (Act no 75 of 1997) 

Supply Chain Management Regulations, 2005 
Collective Agreements 
SALBC Leave Regulations 
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APPROVAL OF FINANCIAL STATEMENTS 

I am responsible for the preparation of these annual financial statements year ended 30 June 
2013 .which are set out on pages 1 to 74 in terms of Section 126 (1) of the Municipal Finance 
Management Act and which I have signed on behalf of the Municipality. The annual financial 
statements have been prepared in accordance with GRAP. 

I acknowledge that I am ultimately responsible for the system of internal financial control and 
that the system of internal control provides reasonable assurance that the financial records can 
be relied on. 


I have reviewed the Municipality's cash flow forecast for the year to 30 June 201 3 and is 
satisfied that the Municipality can continue in operational existence for the foreseeable future. 

The external auditors are responsible for independently reviewing and reporting on the 
Municipality’s financial statements. 

I certify that the remuneration of Councillors and in-kInd benefits are within the upper limits of 
the framework envisaged in Section 219 of the Constitution, read with the Remuneration of 
Public Officer Bearers Act and the Minister of Co-operative Governance determination in 
accordance with this Act. 



Mr IM de Bruin 

Mufficipal Manager 


31 August 2013 

Date 
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REPORT OF THE AUDITOR-GENERAL TO THE NORTHERN CAPE PROVINCIAL 

LEGISLATURE AND THE COUNCIL ON KAREEBERG LOCAL MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1. I have audited the financial statements of the Kareeberg Local Municipality set out on 

pages which comprise the statement of financial position as at 30 June 2013, 

the statement of financial performance, statement of changes in net assets, the 
statement of comparison of budget and actual amounts and the cash flow statement for 
the year then ended, and the notes, comprising a summary of significant accounting 
policies and other explanatory information. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and 
Division of Revenue Act of South Africa, 2012 (Act No.5 of 2012) (DoRA) and for such 
internal control as the accounting officer determines Is necessary to enable the 
preparation of financial statements that are free from materia! misstatement, whether 
due to fraud or error. 

Auditor-General’s responsibility 

3. My responsibility is to express an opinion on these financial statements based on my 
audit. I conducted my audit in accordance with the Public Audit Act of South Africa, 

2004 (Act No. 25 of 2004) (PAA), the General Notice issued in terms thereof and 
International Standards on Auditing. Those standards require that I comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor's judgement, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers Internal control relevant to the entity's preparation 
and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the entity's internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide 
a basis for my qualified audit opinion. 

Basis for qualified opinion 

Irregular expenditure 

6. The municipality did not include particulars of all irregular expenditure in the notes to the 
financial statements as required by section 125(d)(i) and (ii) of the MFMA. The 
municipality made payments in contravention of the supply chain management 
requirements which were not included in irregular expenditure, resulting in irregular 
expenditure being understated by an amount of R1 818 064. 



Unauthorised expenditure 

7. The municipality did not include particulars of unauthorised expenditure in the notes to 
the financial statements as required by section 8(1)(a) of the DoRA. The municipality 
made payments in contravention of the conditions of the Financial Management and 
Municipal System Implementation grants and these payments were not included in 
unauthorised expenditure, resulting in unauthorised expenditure being understated by 
R630 390. 

Qualified opinion 

8. In my opinion, except for effects of the matters described in the Basis for qualified 
opinion paragraphs, the financial statements present fairly, in all material respects, the 
financial position of Kareeberg Local Municipality as at 30 June 201 3 and its financial 
performance and cash flows for the year then ended in accordance with SA Standards 
of GRAP and the requirements of the MFMA and DoRA. 

Emphasis of matters 

9. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Restatement of corresponding figures 

10. As disclosed in note 34 to the financial statements, the corresponding figures for 

30 June 2012 have been restated as a result of errors discovered during 2013 in the 
financial statements of Kareeberg Local Municipality at, and for the year ended, 

30 June 2012. 

Material impairments 

1 1 . As disclosed in note 1 6 and 1 7 to the financial statements, the municipality impaired 
receivables from exchange and non exchange transactions to the value of R 2 677 508 
due to a measurable decrease in estimated future cash flows since initial recognition. 

Additional matters 

12. I draw attention to the matters below. My opinion Is not modified in respect of these 
matters. 

Material inconsistencies in other information included in the annual report 

13. I have not obtained the other information included in the annual report. Consequently I 
have not been able to Identify whether the other information to be included in the annual 
report contains any material inconsistencies to the information in the financial 
statements. 

Unaudited supplementary schedules 

1 4. The supplementary information set out on annexure A to C does not form part of the 
financial statements and is presented as additional information. 1 have not audited these 
schedules and, accordingly, I do not express an opinion thereon. 



REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 


In accordance with the PAA and the General Notice issued in terms thereof. 1 report the 

following findings relevant to performance against predetermined objectives, compliance 

with laws and regulations and internal control, but not for the purpose of expressing an 

opinion. 

Predetermined objectives 

15. The annual performance report was not presented for audit and consequently my 
findings below are limited to the procedures performed on the strategic planning and 
performance management documents. 

16. The information was assessed to determine whether performance indicators and targets 
are measurable (i.e. well defined, verifiable, specific, measurable and time bound) and 
relevant as required by the National Treasury Framework for managing programme 
performance information. 

Usefulness of Information 

17. The National Treasury Framework for managing programme performance information 
requires that performance targets be specific in clearly identifying the nature and 
required level of performance. A total of 100% of the targets were not specific in clearly 
identifying the nature and the required level of performance. This was due to the fact 
that management did not implement the requirements of the National Treasury 
Framework for managing programme performance information when the Integrated 
Development Plan was developed and is still in the process of correcting this in order to 
comply with the requirements. 

18. The National Treasury Framework for managing programme performance information 
requires that performance targets be measurable. The required performance could not 
be measured for a total of 100% of the targets. This was due to the fact that 
management did not implement the requirements of the National Treasury Framework 
for managing programme performance information when the Integrated Development 
Plan was developed and is still in the process of correcting this in order to comply with 
the requirements. 

19. The National Treasury Framework for managing programme performance information 
requires that indicators should have clear unambiguous data definitions so that data is 
collected consistently and is easy to understand and use. A total of 100% of the 
indicators were not well defined in that clear, unambiguous data definitions were not 
available to allow for data to be collected consistently. This was due to the fact that 
management did not implement the requirements of the National Treasury Framework 
for managing programme performance information when the Integrated Development 
Plan was developed and is still in the process of correcting this in order to comply with 
the requirements. 

20. The National Treasury Framework for managing programme performance information 
requires that it must be possible to validate the processes and systems that produce the 
indicator. A total of 100% of the indicators were not verifiable in that valid processes and 
systems that produce the information on actual performance did not exist. This was due 
to the fact that management did not implement the requirements of the National 
Treasury Framework for managing programme performance information when the 
Integrated Development Plan was developed and is still in the process of correcting this 
in order to comply with the requirements. 



Compliance with laws and regulations 


21 . i performed procedures to obtain evidence that the municipality has complied with 
applicable laws and regulations regarding financial matters, financial management and 
other related matters. My findings on material non-compliance with specific matters in 
key applicable laws and regulations as set out in the General Notice issued in terms of 
the PAA are as follows: 

Strategic planning and performance management 

22. The performance management system of the municipality did not provide for the 
monitoring of performance and for the measuring and review of performance at least 
once per year, with regard to each of those development priorities and objectives and 
against the key performance indicators and targets set, as required by section 41 of the 
Municipal Systems Act. 

23. The performance management system of the municipality did not provide for taking 
steps to improve performance with regard to those development priorities and objectives 
where performance targets are not met, as required by section 41(1)(d) of the Municipal 
Systems Act. 

24. The municipality did not set measurable performance targets for the financial year with 
regard to each of the development priorities and objectives and key performance 
indicators set out in the Integrated Development Plan, as required by section 41(1){b) of 
the Municipal Systems Act and the Municipal Planning and Performance Management 
Regulation 12(1) and 12C2)(e). 

25. The municipality did not establish mechanisms to monitor and review its performance 
management system, as required by section 40 of the Municipal Systems Act. 

26. The municipality did not set key performance indicators, including input indicators, 
output indicators and outcome indicators, in respect of each of the development 
priorities and objectives set out In the Integrated Development Plan, as required by 
section 41(1)(a) of the Municipal Systems Act and the Municipal Planning and 
Performance Management Regulation 1 and 9(1)(a). 

27. A performance audit committee was not in place and the audit committee was not used 
to fulfil the performance audit committee function, as required by Municipal Planning 
and Performance Management Regulation 14(2)(a). 

28. The annual performance report for the financial year under review was not prepared, as 
required by section 46 of the Municipal Systems Act and section 121 (3}(c) of the 
Municipal Finance Management Act. 

Internal audit 

29. The internal audit did not audit the results of performance measurements, as required 
by section 45(1 ){a) of the Municipal Systems Act and Municipal Planning and 
Performance Management Regulation 14(1)(a). 

30. The internal audit unit did not assess the functionality of the performance management 
system, as required by Municipal Planning and Performance Management Regulation 
14(1)(b)(i). 

31 . The internal audit unit did not assess the extent to which the performance 
measurements were reliable In measuring the performance of the municipality on key 
and general performance indicators, as required by Municipal Planning and 
Performance Management Regulation 14(1)(b)(iil). 

32. The internal audit unit did not audit the performance measurements on a continuous 
basis and submitted quarterly reports on their audits to the municipal manager and the 
performance audit committee, as required by Municipal Planning and Performance 




Management Regulation 14(1)(c). 

Audit committee 

33. The audit committee did not advise the council on matters relating to internal financial 
control, Internal audits, effective governance, performance management and 
performance evaluation as required by section 166(2)(a) of the Municipal Finance 
Management Act 

34. The audit committee did not advise the council and accounting officer on matters 
relating to the adequacy, reliability and accuracy of financial reporting and information, 
as required by section 166(2)(a)(lv) of the Municipal Finance Management Act 

35. The audit committee did not advise the council and accounting officer on matters 
relating to compliance with legislation, as required by section 1 66(2)(a)(vii) of the 
Municipal Finance Management Act 

36. The audit committee did not respond to the council on the issues raised in the audit 
reports of the Auditor-General, as required by section 166(2)(c) of the Municipal Finance 
Management Act 

37. The audit committee did not review the annual financial statements to provide the 
councii with an authoritative and credible view of the financial position of the entity, its 
efficiency and effectiveness and its overall level of compliance with legislation, as 
required by section 166(2)(b) of the Municipal Finance Management Act. 

38. The audit committee did not meet at least four times a year, as required by section 
166(4)(b) of the Municipal Finance Management Act. 

Procurement and contract management 

39. Goods and services with a transaction value of below R200 000 were procured without 
obtaining the required price quotations as required by Supply Chain Management 
Regulations 17(a) & (c). 

40. Sufficient appropriate audit evidence could not be obtained that bid specifications were 
drafted by bid specification committees which were composed of one or more officials of 
the municipality as required by Supply Chain Management Regulation 27(3). 

41. Sufficient appropriate audit evidence could not be obtained that bids were evaluated by 
bid evaluation committees which were composed of officials from the departments 
requiring the goods or services and at least one supply chain management practitioner 
of the municipality as required by Supply Chain Management Regulation 28(2). 

42. Sufficient appropriate audit evidence could not be obtained that contracts and 
quotations were awarded only to bidders who submitted a declaration on whether they 
are employed by the state or connected to any person employed by the state, as 
required by Supply Chain Management regulation 13(c). 

43. Invitations for competitive bidding were not always advertised for a required minimum 
period of days, as required by Supply Chain Management Regulation 22(1) & 22(2). 

Human resource management 

44. The accounting officer did not meet the prescribed competency areas as required by 
section 83 of the Municipal Finance Management Act and regulation 2 and 3 of the 
Municipal Regulations on Minimum Competency Levels. 

Unauthorised and irregular expenditure 

45. Reasonable steps were not taken to prevent unauthorised expenditure and Irregular 
expenditure, as required by section 62(1)(d) of the Municipal Finance Management Act. 



Internal control 


46. 1 considered internal control relevant to my audit of the financial statements, annual 
performance report and compliance with laws and regulations. The matters reported 
below under the fundamentals of internal control are limited to the significant 
deficiencies that resulted in the basis for qualified opinion, the findings on the annual 
performance report and the findings on compliance with laws and regulations included 
in this report. 

Leadership 

47. The accounting officer did not exercise adequate oversight responsibility over financial 
and performance reporting, compliance with laws and regulations as well as internal 
control. The lack of controls In the finance and supply chain management directorates 
resulted in non-compliance with applicable legislation and expenditure incurred not in 
terms of objectives. This, in turn, resulted in irregular and unauthorised expenditure. 

48. Leadership did not regularly monitor management's compliance with laws and 
regulations and internally designed policies and procedures. As a result, significant non- 
compliance issues were noted. 

Financial and performance management 

49. Manual or automated controls were not designed to ensure that the transactions 
occurred were authorised and were completely and accurately processed. 

50. The accounting officer did not implement proper record keeping in a timely manner to 
ensure that complete, relevant and accurate information was accessible and available to 
support financial and performance reporting. The financial statements were not 
sufficiently reviewed and the supply chain management unit could subsequently not 
detect some of the irregular and unauthorised expenditure incurred. 

51. Management did not document and approve Internal policies and procedures to address 
the process of collecting, recording, processing, monitoring and reporting on 
predetermined objectives. This was due to a lack of understanding of the processes that 
should be performed to prepare a complete and valid report on predetermined 
objectives. 

52. Record management is not refined, thus not included in the daily controls. This in turn 
led to transactions processed without the appropriate level of review and monitoring. 

Governance 

53. The audit committee did not function efficiently and effectively throughout the year. Thus 
it could not discharge 

Kimberley 

30 November 2013 


its duties and responsibilities thoroughly. 





AUDITOR-GENERAL 
SOUTH AFRICA 


AudtWriQ lo build public conlidence 



KAREEBERG LOCAL MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS 
FOR THE ENDED 30 JUNE 2013 

REPOrSdF THE Crtigpf INANCiAL OFFICER 


1. INTRODUCTION 

It gives me great pleasure to present the financial position of Kareeberg Local Municipality for the fiscal year 2012/2013 

In rendering a corporate financial management service to all departments, the FinafK:e Department's primary objective is to assist 
the Municipal Manager and senior management to manage their budgets and ensure the effective application of financial resources 
in rendering services to the community. 

Kareeberg Municipality is now compliant with the requirements of GRAP. It has been a long, difficult and very expensive process, 
the worth of which Is at best minimal. In times when municipalities are battling to balance their budgets and when there is little or 
no local economic growth, to be able to know what the depreciated replacement cost of a pipe buried three metres under the 
ground beggars belief. It was once said that municipal financials were opaque and there was truth in that statement, but in making 
them less opaque and embracing transparency, we have assumed that people will understand them better and, even more so. that 
they actually care about what they are reading. People, just like banks and credit agencies, want to know what the budget is, what 
the debtors are like and have you got cash to pay your creditors. Nothing we have done in the last six years, in order to reach 
GRAP compliance, changes that. 


2. KEY FINANCIAL INDICATORS 

The economic down turn and the Eskom issues continue to play havoc wHh good financial management. The Kareeberg economy 
has been battered of late and all indications are that it will get worse before it gets better. 

This is not because of bad or Incompetent management, but because it is the nature of the business and the economy. I would 
therefore hope that National and Provincial departments take heed of this fact before making any incorrect or ill-conceived 
statements orjudgements. 


Financial Statement Ratios: 


INDICATOR ^ - . 1'^ y.' 


:iOJIJNffil2;: 

Surplus / (Deficit) for the year before Appropriations 

11 443100 

8 095 621 

Accumulated Surplus / (Deficit) at the end of the Year 

106 860 502 

95 332 234 

Expenditure Categories as a percentage of Total Expenses; 



Employee related costs 

27,71% 

25,53% 

Remuneration of Councillors 

3,97% 

3,91% 

Debt Impairment 

1,09% 

0,00% 

Depreciation and Amortisation 

5,70% 

6,42% 

Capitalised Restoration Cost Impairment 

0,00% 

0,11% 

Repaiia and Maintenance 

0,96% 

1,66% 

Actuarial losses 

1,50% 

0,19% 

Rnance Charges 

3,06% 

1,91% 

Bulk Purchases 

15,64% 

14,54% 

Contracted services 

0,67% 

0,00% 

Grants and Subsidies 

16,47% 

17,21% 

Operating Grant Expenditure 

12,50% 

18,94% 

Loss on disposal of Property, Plant and Equipment 

0,08% 

0,19% 

General Expenses 

10,65% 

9,40% 

Current Ratio: 



Creditors Days 

22 

27 

Debtors Days 

84 

100 


One indicator needing comment is that of repaire and maintenance, in recent years there has been made much comments as to 
how low this ratio is. It should be noted that the ratio stayed on the same level despite the massive increases in Eskom charges. 







3. OPERATING RESULTS 


The overall operating results for the year ended 30 June 2013 are as follows: 


#■' details 

Actual . 
2012/2013 

R 

Actual 

2011/2012 

R 

Percentage 

Variance 

i % - 

Budgeted 

2012/2013 

R 

Variance actual/ 
budgeted 

. %' 

Income: 

Opening surplus / (deficit) 

Operating income for the year (incl. 
gains in disposal of assets) 
Appropriations for the year 

Expenditure: 

Operating expenditure for the year 
Closing surplus / (deficit) 

95 332 234 

56 423 486 

85 169 

87 207 295 

51 309 760 

29 317 

9,32% 

9.97% 

190,51% 

62 177 084 

-9,25% 

151 840 889 

138 546 373 

9,60% 

62 177 084 


44 980 386 
106 860 502 

43 214 139 
95 332 234 

4,09% 

12,09% 

53 903 084 

-16,55% 

151 840 889 

138 546 373 

9,60% 

53 903 064 








4. FINANCING OF CAPITAL EXPENDITURE 

The expenditure on Property, Plant and Equipment during the year amounted to R 14 499 591 (2011/2012: R 10 246 520), and in 
percentage terms amounts to 151% of capital budgeL Full details of Property. Plant and Equipment are disclosed In note number 
1 0 to the Annual Financial Statements. 


The capital expenditure of R 14 499 591 (2012/2013) was financed as follows: 


:^;j;ipEtA!l V 

Actual 

: t:"2012/2013 i .. 

Budgeted! 
2012/2013^^ 
R - 

Percentage 

Variance 

^ 

Source of • 
funding as %4- 
of total Cap exD 

Donations 

Grants and Subsidies 

Own Recourses 

14 437 057 
62 534 

9 574 000 

100.00% 

50,79% 

100,00% 

0,00% 

99.57% 

0,43% 


14 499 591 

9 574 000 


100,00% 





6. NON-CURRENT PROVISIONS AND NON-CURRENT EMPLOYEE BENEFITS 


Non-current Provisions and Employee Benefits at 30 June are made up as follows: IS 048 308 12 904 491 


Provision for Post Retirement Benefits 


6 864 006 

5 684 943 

Provision for Long Service Awards 


846 852 

729 204 

Provision for Rehabilitation of Landfill-sites 


7 337 450 

6 490 344 



15 048 308 

12 904 491 

These provisions are made in order to enable the municipality to be in a position to fuilfil its known legal obligations when they 

become due and payable. 




Refer to Notes number 3 and 4 for more detail. 




CURRENT LIABILITIES 




Cument Liabilities are made up as follows: 




Consumer Deposits 

Note number 5 

284 119 

268 759 

Current Employee benefits 

Note number 6 

1 519 826 

1 347 518 

Payables from exchange transactions 

Note number 7 

854 155 

677 202 

Unspent Conditional Government Grants and Recelf Note number 8 

1 972 611 

2 068 028 

Taxes 

Note number 9 

- 

- 



4 630 712 

4 561 507 


Current Liabilities are those liabilities of the municipality due and payable in the short-term (less than 12 months). There is no 
known reason as to why the municipality will not be able to meet its obligalions, as all these liabilities are cashbacked. 


Refer to the Indicated Note numbers for more detail. 

7. INTANGIBLE ASSETS 

The net value of Intangible Assets is: 27 339 92 452 

These are assets which cannot physically be identified and verified and are all in respect of 
computer software. 


Refer to Note number 1 2 for more detail. 





























8. PROPERTY, PLANT AND EQUIPMENT 


The net value of Property, Plant and Equipment is: 


100 853 089 

88 879 719 

Refer to Note number 10 for more detail. 

9. INVESTMENT PROPRTIES 

The net value of investment Properties is: 


10 227 052 

10 214 982 

Refer to Note number 1 1 for more detail. 

10. CAPITALISED RESTORATION COST 

The net value of Capitalised Restoration Cost is: 


1 556 546 

1 448 954 

Refer to Note number 14 for more detail. 

11. LONG-TERM RECEIVABLES 

Long-term Receivables: Staff was entitled to housing loans which attract interest at 4% per 
annum and which are repayable over a maximum period of 20 years. When a employee 
resigns, the outstanding amount must be settled. These loans are secured since the Coundl 
is the bond holder. 

51 391 

57 003 

Refer to Note number 1 5 for more detail. 

12. CURRENT ASSETS 

Current Assets are made up as follows: 

Trade Receivables from exchange transactions 

Note number 16 

2 092 175 

1 962 644 

Other Receivables from non-exchange transactions 

Note number 17 

260 

1 350 

Operating Lease Asset 

Note number 18 

22 830 

13 797 

Current Portion of Long-term Receivables 

Note number 15 

9413 

9 045 

Cash and Cash Equivalents 

Note number 19 

23 203 491 

21 602 265 


— 

25 328190 

23 609 102 


Refer to the Indiceted Note numbers for more detail. 


13. INTER-GOVERNMENTAL GRANTS 

The municipality plays a major role in the upliftment of the poor and In sustaining and improving infrastructure for all its citizens for 
which It uses grants received from government and other organisations, and thus it has a big responsibility as custodian of these 
funds. 

Refer to Notes numbers 8 and 21 as well as Appendix C for more delai. 


14. EVENTS AFTER THE REPORTING DATE 

Full details of all known events after the reporting date are disclosed in Note number 43 

15. EXPRESSION OF APPRECIATION 


I am grateful to the Municipal Manager and Head of Departments for the support they extended during the financial year. 

The work involved in producing these financial statements just gets more detailed each year and therefore my heartfelt thanks goes 
to my own staff at,,all levels and in all departments, for their hard work and dedication. 



Mr. P.B.'Ros^uw 
CHIEF FINANCIAL OFFICER 
31 August 2013 


KAREEBERG LOCAL MUNICIPALITY 


STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2013 


NET ASSETS AND LIABILITIES 
Net Assets 

Capital Replacement Reserve 
Housing Development fund 
Revaluation Reserve 
Accumulated Surplus 

Non-Current Liabilities 

Employee benefits 
Non-Current Provisions 

Current Liabilities 

Consumer Deposits 

Current Employee benefits 

Payables from exchange transactions 

Unspent Conditional Government Grants and Receipts 

Taxes 

Total Net Assets and Liabilities 
ASSETS 

Non-Current Assets 

Property, Plant and Equipment 
Investment Property 
intangible Assets 
Heritage Assets 
Capitalised Restoration Cost 
Long-Term Receivables 

Current Assets 

Trade Receivables from exchange transactions 
Other Receivables from non-exchange transactions 
Operating Lease Asset 
Current Portion of Long-term Receivables 
Cash and Cash Equivalents 

Total Assets 


Notes 2013 2012 

(Actual) (Restated) 

R R 


118 383 764 106 855 390 


2 

11 347 812 

11 347 812 

2 

35 726 

120 895 

2 

139 724 

54 450 


106 860 502 

95 332 234 


15 048 308 

12 904 491 

3 

7 710 858 

6 414 147 

4 

7 337 450 

6 490 344 


4 630 712 

4 561 507 

5 

284 119 

268 759 

6 

1 519 826 

1 347 518 

7 

854 155 

877 202 

8 

1 972 611 

2 068 028 

9 

- 

- 


138 062 784 124 321 388 


112 734 694 100 712 286 


10 

100 653 089 

88 879 719 

11 

10 227 052 

10 214 982 

12 

27 339 

92 452 

13 

19 176 

19 176 

14 

1 556 546 

1 448 954 

16 

51 391 

57 003 


25 328 190 

23 609 102 

16 

2 092 175 

1 982 644 

17 

280 

1 350 

18 

22 830 

13 797 

15 

9413 

9 045 

19 

23 203 491 

21 602 265 


138 062 784 124 321 388 
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KAREEBERG LOCAL MUNICIPALITY 

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2013 


2013 

(Actual) 

R 


2012 

(Actual) 

R 


Correction of 
Error - Note 34,04 
R 


2012 

(Previously reported) 
R 


Revenue from Non-exchange Transactions 
Taxation Revenue 
Property taxes 
Transfer Revenue 

Government Grants and Subsidies - Capilai 
Government Grants and Subsidies - Operating 
Public Contributions and Donations 
Contributed PPE 

Other Revenue 

Actuarial Gains 
Licences and Permits 
Unamortised discount - Interest 
Fines 

Revenue from Exchange Transactions 

Property Rates - Penalties & Collection Chafes 
Service Charges 

Rental of Facilities and Equipment 
Interest Earned - external investments 
Interest Earned - outstanding debtors 
Agency Services 
Other Revenue 

Total Revenue 

EXPENDITURE 

Employee related costs 

Remuneration of Councillors 

Debt Impairment 

Depreciation and Amortisation 

Capitalised Restoration Cost Impairment 

Repairs and Maintenance 

Actuarial losses 

Firtance Charges 

Sulk Purchases 

Contracted services 

Grants and Subsidies 

Operating Grant Expenditure 

Loss on disposal of Property, Plant and Equipment 

General Expenses 

Total Expenditure 

NET SURPLUS FOR THE YEAR 


14 437 056 
17 S61 874 


10 086 203 
18 550 665 


339 167 
11 202 
4 079 
22 aoB 




179 936 

199 268 


22 

15 671 908 

14 856 392 



504 072 

525 547 

(419) 


1 212532 

925 184 



3 323 

3 677 



127432 

119 540 


23 

2 385 828 

1 564 367 

- 


56 423 486 

51 309 760 

(419) 

25 

12 463 236 

11 033 999 


26 

1 764 360 

1 687 659 


27 

491 255 

. 



2 561 814 

2 772475 

(4 170) 


- 

46 502 

. 


433 881 

715 358 


3 

676193 

79 983 


26 

1 378120 

626 755 


29 

7 035 969 

6 283 469 

* 


300 506 

. 


30 

7 406 903 

7 438 334 


31 

5 620 674 

8 1 64 655 

* 


33 933 

60 942 

(169) 

32 

4 791 343 

4 083 976 



44 980 366 

43 214 139 

(4 330) 


11443100 

8 095 621 

3911 


10 0B8 203 
18 650 665 


339 167 
11 202 
4 079 
22 606 


199 266 
14 856 392 
525 966 
925 184 
3 677 
119 540 
1 564 367 

51 310 179 


11 033 999 

1 687 659 

2 776 645 

48 502 
715 356 
79 983 
626 755 

6 263 469 

7 436 334 
6164 665 

61 101 
4 063 976 
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KAREEBERG LOCAL MUNICIPALITY 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2013 


CASH FLOW FROM OPERATING ACTIVITIES 

Notes 

2013 

R 

2012 

R 

Receipts 




Ratepayers and other 

Government - operating/capital 

Interest 


21 865 844 

33 870 952 

1 174 033 

24 576 205 
28 805 445 
886 509 

Payments 




Suppliers and employees 

Finance charges 

Transfers and Grants 

28 

(32 096 492) 

(1 378 120) 

(7 408 903) 

(35 452 966) 
(826 755) 
(7 436 334) 

Net Cash from Operating Activities 


16 027 314 

10 552 104 

CASH FLOW FROM INVESTING ACTIVITIES 




Purchase of Property, Plant and Equipment 

Proceeds on Disposal of Fixed Assets 

Purchase of Intangible Assets 


(14 499 591) 

49 098 

(10 125 223) 

(5 039) 

Net Cash from Investing Activities 


(14 450 493) 

(10 130 263) 

CASH FLOW FROM FINANCING ACTIVITIES 




(lncrease)/Decrease in Long-term Receivables 
Increase/(Oecrease) in Consumer Deposits 


9 045 

15 360 

8 692 
24 370 

Net Cash from Financing Activities 


24 405 

33 062 

NET INCREASE/{DECREASE) IN CASH AND CASH 
EQUIVALENTS 


1 601 226 

454 903 

Cash and Cash Equivalents at the beginning of the year 
Cash and Cash Equivalents at the end of the year 

36 

21 602 265 

23 203 491 

21 147 362 
21 602 265 

NET !NCREASE/(DECREASE) IN CASH AND CASH 
EQUIVALENTS 


1 601 226 

454 903 
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KAREEBERG LOCAL MUNICIPALITY 
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2013 
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KAREEBERG MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 


1. ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL STATEMENTS 
1.1. BASIS OF PREPARATION 

The financial statements have been prepared on an accrual basis of accounting and are in 
accordance with historical cost convention unless specified otherwise. 

The financial statements have been prepared In accordance with the Municipal Finance 
Management Act (MFMA) and effective standards of Generally Recognised Accounting 
Practices (GRAP), including any interpretations and directives issued by the Accounting 
Standards Board (ASB) in accordance with Section 122{3) of the Municipal Finance 
Management Act, (Act No 56 of 2003). 

Accounting policies for material transactions, events or conditions not covered by the GRAP 
reporting framework , have been developed in accordance with paragraphs 8, 10 and 11 of 
GRAP 3 (Revised - March 2012) and the hierarchy approved in Directive 5 issued by the 
Accounting Standards Board. 


The Municipality resolved to early adopt the following GRAP standards which have been 
issued but are not effective yet. 


Standard 

Description 

Effective Date 

GRAP 1 (Revised - Mar 2012) 

Presentation of Financial Statements 

1 April 2013 

GRAP 3 (Revised - Mar 2012) 

Accounting Policies, Changes in 
Accounting Estimates and Errors 

1 April 2013 

GRAP 9 (Revised - Mar 2012) 

Revenue from Exchange 

Transactions 

1 April 2013 

GRAP 12 (Revised - Mar 2012) 

Inventories 

1 April 2013 

GRAP 13 (Revised - Mar 2012) 

Leases 

1 April 2013 

GRAP 16 (Revised - Mar 2012) 

Investment Property 

1 April 2013 

GRAP 17 (Revised - Mar 2012) 

Property, Plant and Equipment 

1 April 2013 

GRAP 25 (Original - Nov 2009) 

Employee Benefits 

1 April 2013 

GRAP 27 (Revised - Mar 2012) 

Agriculture 

1 April 2013 

GRAP 31 (Revised - Mar 2012) 

Intangible Assets 

1 April 2013 

IGRAP 16 (Issued - Mar 2012) 

Intangible Assets - Website Costs 

1 April 2013 


A summary of the significant accounting policies, which have been consistently applied 
except where an exemption has been granted, are disclosed below. 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is 
permitted or required by a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year’s 
financial statements, unless explicitly stated otherwise. The details of any changes in 
accounting policies are explained in the relevant notes to the financial statements. 
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KAREEBERG MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 


In terms of Directive 7: “The Application of Deemed Cost on the Adoption of Standards of 
GRAP" issued by the Accounting Standards Board, the Municipality applied deemed cost to 
Investment Property, Property, Plant and Equipment and Intangible where the acquisition 
cost of an asset could not be determined. 


1.2. PRESENTATION CURRENCY 

Amounts reflected in the financial statements are in South African Rand and at actual 
values. Financial values are rounded to the nearest one Rand. 


1.3. GOING CONCERN ASSUMPTION 

These financial statements have been prepared on a going concern basis. 


1.4. COMPARATIVE INFORMATION 

When the presentation or classification of items In the financial statements is amended, prior 
period comparative amounts are restated, unless a standard of GRAP does not require the 
restatements of comparative Information. The nature and reason for the reclassification is 
disclosed. Where material accounting errors have been identified in the current year, the 
correction is made retrospectively as far as is practicable, and the prior year comparatives 
are restated accordingly. Where there has been a change in accounting policy in the current 
year, the adjustment is made retrospectively as far as is practicable, and the prior year 
comparatives are restated accordingly. 


1.5. AMENDED DISCLOSURE POLICY 

Amendments to accounting policies are reported as and when deemed necessary based on 
the relevance of any such amendment to the format and presentation of the financial 
statements. The principal amendments to matters disclosed in the current financial 
statements include errors. 


1.6. MATERIALITY 

Material omissions or misstatements of items are material if they could, individually or 
collectively, influence the decision or assessments of users made on the basis of the 
financial statements. Materiality depends on the nature or size of the omission or 
misstatements judged in the surrounding circumstances. The nature or size of the 
information item, or a combination of both, could be the determining factor. Materiality is 
determined as 1% of total expenditure. This materiality is from management's perspective 
and does not correlate with the auditor's materiality. 


1.7. PRESENTATION OF BUDGET INFORMATION 

The presentation of budget Information is prepared In accordance with GRAP 24 and 
guidelines issued by National Treasury. The comparison of budget and actual amounts are 
disclosed as a separate additional financial statement, namely Statement of comparison of 
budget and actual amounts. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 


Budget information is presented on the accrual basis and is based on the same period as the 
actual amounts, i.e. 1 July 2012 to 30 June 2013. The budget information is therefore on a 
comparable basis to the actual amounts. 

The comparable information includes the following: 

• the approved and final budget amounts; 

• actual amounts and final budget amounts; 

Explanations for differences between the approved and final budget are Included in the 
Statement of Comparison of Budget and Actual Amounts. 

Explanations for material differences between the final budget amounts and actual amounts 
are included the Statement of Comparison of Budget and Actual Amounts. 

The disclosure of comparative Information in respect of the previous period is not required in 
terms of GRAP 24. No amendments or disclosure requirements in terms of GRAP 3 
(Revised - March 2012) has been made. 


1.8. STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED 
BUT NOT YET EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not 
been early adopted by the Municipality: 


Standard 

Description 

Effective Date 

GRAP 6 

(Revised - Nov 2010 

Consolidated and Separate Financial 

Statements 

The objective of this Standard is to prescribe the 
circumstances In which consolidated and separate 
financial statements are to be prepared and the 
information to be Included in those financial 
statements so that the consolidated financial 
statements reflect the financial performance, financial 
position and cash flows of an economic entity as a 
single entity. 

Unknown 


No significant impact is expected as the Municipality 
does not have any entities at this stage to be 
consolidated. 


GRAP 7 

(Revised - Mar 2012) 

Investments in Associate 

This Standard prescribes the accounting treatment 
for investments in associates where the investment in 
the associate leads to the holding of an ownership 
interest in the form of a shareholding or other form of 
interest In the net assets. 

1 April 2013 


No significant impact is expected as the Municipality 
does have any interest in associates. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 


GRAP8 

(Revised - Nov 2010) 

Interest in Joint Ventures 

The objective of this Standard is to prescribe the 
accounting treatment of jointly controlled operations, 
jointly controlled assets and jointly controlled entities 
and to provide alternatives for the recognition of 
interests in jointly controlled entities. 

No significant impact is expected as the Municipality 
is not involved in any joint ventures. 

Unknown 

GRAP18 

(Original - Feb 2011) 

Segment Reporting 

The objective of this Standard is to establish 
principles for reporting financial information by 
segments. 

No significant impact Is expected as information to a 
large extent is already Included in the appendices to 
the financial statements which do not form part of the 
audited financial statements. 

Unknown 

GRAP 20 

(Original - June 2011) 

Related Party Disclosure 

The objective of this Standard is to ensure that a 
Municipality's financial statements contains the 
disclosures necessary to draw attention to the 
possibility that Its financial position and surplus or 
deficit may have been affected by the existence of 
related parties and by transactions and outstanding 
balances with such parties. 

Unknown 


The Municipality resolved to adopt the disclosure 
requirements as per GRAP 20. The information is 
therefore included in the financial statements. 


GRAP 105 

(Original - Nov 2010) 

Transfer of Functions Between Entities Under 
Common Control 

The objective of this Standard is to establish 
accounting principles for the acquirer and transferor 
in a transfer of functions between entities under 
common control. 

Unknown 


No significant impact expected as no such 
transactions or events are expected in the 
foreseeable future. 


GRAP 106 

(Original - Nov 2010) 

Transfer of Functions Between Entitles Not 
Under Common Control 

The objective of this Standard is to establish 
accounting principles for the acquirer in a transfer of 
functions between entities not under common 
control. 

Unknown 


No significant impact expected as no such 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 



transactions or events are expected in the 
foreseeable future. 


GRAP 107 

(Original - Nov 2010) 

Mergers 

The objective of this Standard is to establish 
accounting principles for the combined entity and 
combining entities in a merger. 

No significant impact expected as no such 
transactions or events are expected in the 
foreseeabfe ftjture. 

Unknown 

IGRAP11 

Consolidation - Special Purpose Entities (SPE) 

The objective of this Interpretation of the Standard is 
to prescribe under what circumstances an entity 
should consolidate a SPE. 

No significant impact is expected as the Municipality 
does not have any SPE's at this stage. 

Unknown 

IGRAP12 

Jointly Controlled Entities non-monetary 
contributions 

The objective of this Interpretation of the Standard is 
to prescribe the treatment of profit/loss when an 
asset is sold or contributed by the venturer to a 
Jointly Controlled Entity (JCE). 

No significant impact is expected as the Municipality 
does not have any JCE's at this stage. 

Unknown 


These standards, amendments and interpretations will not have a significant Impact on 
the Municipality once implemented. 


1.9. RESERVES 

1.9.1 Capital Replacement Reserve (CRR) 

In order to finance the provision of infrastructure and other items of property, plant and 
equipment from internal sources, amounts are transferred from the accumulated surplus 
to the CRR. The cash in the CRR can only be utilized to finance items of property, piant 
and equipment. The CRR Is reduced and the accumuiated surplus is credited by a 
corresponding amount when the amounts in the CRR are utilized. 

1.9.2 Housing Development Fund 

The Housing Development Fund was established in terms of the Housing Act, (Act No. 
107 of 1997). Loans from National and Provincial Government, used to finance housing 
selling schemes undertaken by the Municipality, were extinguished on 1 April 1998 and 
transferred to the Housing Development Fund. Housing selling schemes, both completed 
and in progress, as at 1 April 1998, were also transferred to the Housing Development 
Fund. In terms of the Housing Act, all proceeds from housing developments, which 
include rental income and sale of houses, must be paid into the Housing Development 
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Fund. Monies standing to the credit of the Housing Development Fund can be used only 
to finance housing developments within the municipal area subject to the approval of the 
Provincial MEC responsible for housing. 

1.9.3 Revaluations Reserve 

The accounting for the Revaluation Reserve must be done in accordance with the 
requirements of GRAP 17. 

All increases in the carrying value of assets as a result of a revaluation are credited 
against the reserve, except to the extent that the increase reverses a revaluation 
decrease of the same asset previously recognised in the Statement of Financial 
Performance. 

All decreases in the carrying value of assets as a result of a revaluation are debited 
against the reserve to the extent of any credit balance existing in the revaluation surplus 
in respect of that asset. 


1.10. LEASES 

1. 10. 1 Municipality as Lessee 

Leases are classified as finance leases where substantially all the risks and rewards 
associated with ownership of an asset are transferred to the Municipality. Property, plant 
and equipment or intangible assets (excluding licensing agreements for such items as 
motion picture films, video recordings, plays, manuscripts, patents and copyrights) 
subject to finance lease agreements are initially recognised at the lower of the asset's fair 
value and the present value of the minimum lease payments. The corresponding 
liabilities are Initially recognised at the inception of the lease and are measured as the 
sum of the minimum lease payments due in terms of the lease agreement, discounted for 
the effect of interest. In discounting the lease payments, the Municipality uses the 
interest rate that exactly discounts the lease payments and unguaranteed residual value 
to the fair value of the asset plus any direct costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with 
the stated accounting policies applicable to property, plant and equipment, investment 
property or intangibles assets. The lease liability is reduced by the lease payments, 
which are allocated between the lease finance cost and the capital repayment using the 
effective interest rate method. Lease finance costs are expensed when incurred. The 
accounting policies relating to de-recognition of financial instruments are applied to lease 
payables. 

Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease rentals are recognised on a straight-line basis over the term of the 
relevant lease. The difference between the straight-lined expenses and actual payments 
made will give rise to a liability. The Municipality recognises the aggregate benefit of 
incentives as a reduction of rental expense over the lease term, on a straight-line basis 
unless another systematic basis is representative of the time pattern of the lessee’s 
benefit from the use of the leased asset. 

1.10.2 Municipality as Lessor 

Under a finance lease, the Municipality recognises the lease payments to be received in 
terms of a lease agreement as an asset (receivable). The receivable is calculated as the 
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sum of all the minimum lease payments to be received, plus any unguaranteed residual 
accruing to the Municipality, discounted at the interest rate implicit in the lease. The 
receivable is reduced by the capital portion of the lease instalments received, with the 
interest portion being recognised as interest revenue on a time proportionate basis. The 
accounting policies relating to de-recognition and impairment of financial instruments are 
applied to lease receivables. 

Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease revenue is recognised on a straight-line basis over the term of the 
relevant lease. The difference between the straight-line revenue and actual payments 
received will give rise to an asset. The Municipality recognises the aggregate cost of 
incentives as a reduction of rental revenue over the lease term, on a straight-line basis 
unless another systematic basis Is representative of the time pattern over which the 
benefit of the leased asset Is diminished. 


1.11. UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Conditional government grants are subject to specific conditions. If these specific 
conditions are not met, the monies received are repayable where applicable. 

Unspent conditional grants are financial liabilities that are separately reflected on the 
Statement of Financial Position. They represent unspent government grants, subsidies 
and contributions from government organs. 

This liability always has to be cash-backed. The following provisions are set for the 
creation and utilisation of this creditor; 

• Unspent conditional grants are recognised as a liability when the grant is received. 

• When grant conditions are met an amount equal to the conditions met are 
transferred to revenue in the Statement of Financial Performance. 

• The cash which backs up the creditor is invested as individual investment or part of 
the general investments of the Municipality until it is utilised. 

• Interest earned on the investment is treated in accordance with grant conditions. If 
it is payable to the funder It is recorded as part of the creditor. If it is the 
Municipality's interest. It is recognised as interest earned in the Statement of 
Financial Performance. 


1.12. PROVISIONS 

Provisions are recognised when the Municipality has a present legal or constructive 
obligation as a result of past events, it is probable that an outflow of resource embodying 
economic benefits or service potential will be required to settle the obligation and a 
reiiable estimate of the provision can be made. Provisions are reviewed at reporting date 
and adjusted to reflect the current best estimate of future outflows of resources. Where 
the effect is material, non-current provisions are discounted to their present value using a 
discount rate that reflects the market’s current assessment of the time value of money, 
adjusted for risks specific to the liability. 

The Municipality does not recognise a contingent liability or contingent asset. A 
contingent liability is disclosed unless the probability of an outflow of resources 
embodying economic benefits or service potential is remote. A contingent asset is 
disclosed where an inflow of economic benefits or service potential is probable. 
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Future events that may affect the amount required to settle an obligation are reflected in 
the amount of a provision where there is sufficient objective evidence that they will occur. 
Gains from the expected disposal of assets are not taken into account in measuring a 
provision. Provisions are not recognised for future operating losses. The present 
obligation under an onerous contract Is recognised and measured as a provision. 

A provision for restructuring costs is recognised only when the following criteria over and 
above the recognition criteria of a provision have been met: 

The Municipality has raised a valid expectation in those affected that it will carry out the 
restructuring by starting to Implement that plan or announcing its main features to those 
affected by it. 

The amount recognised as a provision Is the best estimate of the expenditure required to 
settle the present obligation at the reporting date. 

If it is no longer probable that an outflow of resources embodying economic benefits or 
service potential will be required to settle the obligation, the provision is de-recognised. 


1.13. EMPLOYEE BENEFITS 

Defined contribution plans are post-employment benefit plans under which the 
Municipality pays fixed contributions into a separate entity {a fund) and will have no legal 
or constructive obligation to pay further contributions if the fund does not hold sufficient 
assets to pay all employee benefits relating to employee service in the current and prior 
periods. 

Defined benefit plans are post-employment benefit plans other than defined contribution 
plans. 

1.13.1. Post Retirement Medical Obiigations 

The Municipality provides post-retirement medical benefits by subsidizing the medical aid 
contributions of certain retired staff according to the rules of the medical aid funds. 
Council pays 70% as contribution and the remaining 30% is paid by the members. The 
entitlement to these benefits is usually conditional on the employee remaining in service 
up to retirement age and the completion of a minimum service period. The present value 
of the defined benefit liability is actuarially determined in accordance with GRAP 25 - 
"Employee Benefits" (using a discount rate applicable to high quality government bonds). 
The plan is unfunded. 

These contributions are recognised in the Statement of Financial Performance when 
employees have rendered the service entitling them to the contribution. The liability was 
calculated by means of the projected unit credit actuarial valuation method. The liability in 
respect of current pensioners Is regarded as fully accrued, and is therefore not split 
between a past (or accrued) and future in-service element. The liability is recognised at 
the present value of the defined benefit obligation at the reporting date, minus the fair 
value at the reporting date of plan assets (if any) out of which the obligations are to be 
settled directly, plus any liability that may arise as a result of a minimum funding 
requirements. Payments made by the Municipality are set-off against the liability, 
including notional interest, resulting from the valuation by the actuaries and are 
recognised in the Statement of Financial Performance as employee benefits upon 
valuation. 
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Actuarial gains and losses arising from the experience adjustments and changes in 
actuarial assumptions, is recognised in the Statement of Financial Performance in the 
period that it occurs. These obligations are valued annually by independent qualified 
actuaries. 

1.13.2. Long Service Awards 

Long service awards are provided to employees who achieve certain pre-determined 
milestones of service within the Municipality. The Municipality's obligation under these 
plans is valued by independent qualified actuaries annually and the corresponding liability 
is raised. Payments are set-off against the liability, including notional interest, resulting 
from the valuation by the actuaries and are recognised In the Statement of Financial 
Performance as employee benefits upon valuation. . 

Actuarial gains and losses arising from the experience adjustments and changes in 
actuarial assumptions, is recognised in the Statement of Financial Performance in the 
period that it occurs. These obligations are valued annually by independent qualified 
actuaries. 

1.13.3. Provision for Staff Leave 

Liabilities for annual leave are recognised as they accrue to employees. The liability is 
based on the total amount of leave days due to employees at year-end and also on the 
total salary of the employee. 

Accumulating leave is carried forward and can be used in future periods if the current 
period's entitlement is not used In full. All unused leave will be paid out to the specific 
employee at the end of that employee’s employment term. 

Accumulated leave is vesting. 

1.13.4. Staff Bonuses Accrued 

Liabilities for staff bonuses are recognised as they accrue to employees. The liability at 
year end is based on bonus accrued at year-end for each employee. 

1.13.5. Provision for Performance Bonuses 

A provision, in respect of the liability relating to the anticipated costs of performance 
bonuses payable to Section 56 employees, is recognised as it accrue to Section 56 
employees. Municipal entities' performance bonus provisions are based on the 
performance contract stipulations as well as previous performance bonus payment 
trends. 

1.13.6. Pension and retirement fund obligations 

The Municipality provides retirement benefits for its employees. Defined contribution 
plans are post-employment benefit plans under which the Municipality pays fixed 
contributions into a separate entity (a fund) and will have no legal or constructive 
obligation to pay further contributions if the fund does not hold sufficient assets to pay all 
employee benefits relating to employee service in the current and prior periods. The 
contributions to fund obligations for the payment of retirement benefits are recognised in 
the Statement of Financial Performance in the year they become payable. The defined 
benefit funds, which are administered on a provincial basis, are actuariaily valued tri- 
annually on the projected unit credit method basis. Deficits identified are recovered 
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through lump sum payments or increased future contributions on a proportional basis to 
all participating municipalities. The contributions and lump sum payments are recognised 
in the Statement of Financial Performance in the year they become payable. Sufficient 
information is not available to use defined benefit accounting for a multi-employer plan. 
As a result, defined benefit plans have been accounted for as if they were defined 
contribution plans. 

1.13.7. Other Short-term Employee Benefits 

When an employee has rendered service to the Municipality during a reporting period, 
the Municipality recognises the undiscounted amount of short-term employee benefits 
expected to be paid in exchange for that service: 

• as a liability (accrued expense), after deducting any amount already paid. If the 
amount already paid exceeds the undiscounted amount of the benefits, the 
Municipality recognises that excess as an asset (prepaid expense) to the extent 
that the prepayment will lead to, for example, a reduction in future payments or a 
cash refund; and 

■ as an expense, unless another Standard requires or permits the inclusion of the 
benefits in the cost of an asset. 


1.14. PROPERTY, PLANT AND EQUIPMENT 
1. 14. 1 Initial Recognition 

Property, plant and equipment are tangible non-current assets (including infrastructure 
assets) that are held for use in the production or supply of goods or services, rental to 
others, or for administrative purposes, and are expected to be used during more than one 
year. The cost of an item of property, plant and equipment is recognised as an asset if, 
and only if it is probable that future economic benefits or service potential associated with 
the item will flow to the Municipality, and the cost or fair value of the item can be 
measured reliably. Items of property, plant and equipment are initially recognised as 
assets on acquisition date and are Initially recorded at cost. The cost of an item of 
property, plant and equipment Is the purchase price and other costs attributable to bring 
the asset to the location and condition necessary for it to be capable of operating in the 
manner intended by the Municipality. Trade discounts and rebates are deducted in 
arriving at the cost. The cost also Includes the necessary costs of dismantling and 
removing the asset and restoring the site on which it is located. 

When significant components of an item of property, plant and equipment have different 
useful lives, they are accounted for as separate items (major components) of property, 
plant and equipment. 

Where an asset is acquired by the Municipality for no or nominal consideration (i.e. a 
non-exchange transaction), the cost is deemed to be equal to the fair value of that asset 
on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non- 
monetary asset or monetary assets, or a combination of monetary and non-monetary 
assets, the assets acquired is initially measured at fair value (the cost). It the acquired 
item's fair value is not determinable, it’s deemed cost is the carrying amount of the 
asset(s) given up. 
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Major spare parts and servicing equipment qualify as property, plant and equipment when 
the Municipality expects to use them during more than one period. Similarly, if the major 
spare parts and servicing equipment can be used only in connection with an item of 
property, plant and equipment, they are accounted for as property, plant and equipment. 

1. 14.2 Subsequent Measurement - Cost Model 

Subsequent to initial recognition, items of property, plant and equipment are measured at 
cost less accumulated depreciation and any accumulated impairment losses. Land is not 
depreciated as it is deemed to have an indefinite useful life. 

Where the Municipality replaces parts of an asset, it derecognises the part of the asset 
being replaced and capitalises the new component. Subsequent expenditure incurred on 
an asset is capitalised when it increases the capacity or future economic benefits or 
service potential associated with the asset. 

1. 14.3 Subsequent Measurement - Revaluation Model 

Subsequent to initial recognition. Land and Buildings are carried at a re-valued amount, 
being its fair value at the date of revaluation less any subsequent accumulated 
depreciation and any accumulated impairment losses. 

An increase In the carrying amount of an asset as a result of a revaluation is credited 
directly to a revaluation surplus reserve, except to the extent that it reverses a revaluation 
decrease of the same asset previously recognised in the Statement of Financial 
Performance. 

A decrease in the carrying amount of an asset as a result of a revaluation is recognised 
In the Statement of Financial Performance, except to the extent of any credit balance 
existing in the revaluation surplus in respect of that asset. 

1.14.4 Depreciation and Impairment 

Depreciation is calculated on the depreciable amount, using the straight-line method over 
the estimated useful lives of the assets. Depreciation of an asset begins when it is 
available for use, Le. when it is in the location and condition necessary for it to be 
capable of operating in the manner intended by management. Components of assets that 
are significant in relation to the whole asset and that have different useful lives are 
depreciated separately. The estimated useful lives, residual values and depreciation 
method are reviewed at each year end, with the effect of any changes in estimate 
accounted for on a prospective basis. The annual depreciation rates are based on the 
following estimated useful lives: 


Infrastructure 

Years 

Roads and Paving 

4-70 

Refuse 

20^0 

Electricity 

5-50 

Water 

3-100 

Sewerage 

3-100 

Housing 

10-50 

Communitv 

Buildings 

30 

Recreational Facilities 

30 


Other 

Years 

Buildings 

30 

Specialist vehicles 

3-30 

Other vehicles 

5-30 

Office equipment 

3-30 

Furniture and fittings 

3-30 

Watercraft 

15 

Bins and containers 
Specialised plant and 

5 

Equipment 

Other plant and 

10-30 
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Security 

30 

Equipment 

3-30 

Halls 

30 

Landfill sites 

3-50 

Libraries 

30 

Quarries 

25 

Parks and gardens 

30 

Emergency equipment 

5-20 

Other assets 

10-30 

Computer equipment 

3-10 


Finance lease assets 

Office equipment 3 

Other assets 5 

Property, plant and equipment are reviewed at each reporting date for any indication of 
impairment. If any such indication exists, the asset's recoverable amount is estimated. 
The impairment recognised in the Statement of Financial Performance is the excess of 
the carrying value over the recoverable amount. 

An impairment is reversed only to the extent that the asset’s carrying amount does not 
exceed the carrying amount that would have been determined had no impairment been 
recognised. A reversal of an impairment is recognised in the Statement of Financial 
Performance. 

1.14.5 De-recognition 

Items of property, plant and equipment are derecognised when the asset is disposed or 
when there are no further economic benefits or service potential expected from the use of 
the asset. The gain or loss arising on the disposal or retirement of an item of property, 
plant and equipment is determined as the difference between the sale proceeds and the 
carrying value and Is recognised in the Statement of Financial Performance. 

1. 14. 6 Land and buildings and Other Assets - application of deemed cost (Directive 7) 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. For Land and Buildings the fair value as determined by a valuator was used 
in order to determine the deemed cost as on 1 July 2008. For Other Assets the 
depreciation cost method was used to establish the deemed cost as on 1 July 2008. 


1.15. INTANGIBLE ASSETS 
1. 15. 1 Initial Recognition 

An intangible asset is an identifiable non-monetary asset without physical substance. 

An asset meets the identifiability criterion in the definition of an intangible asset when it: 

• is separable, i.e. is capable of being separated or divided from the Municipality and 
sold, transferred, licensed, rented or exchanged, either individually or together with 
a related contract, identifiable asset or liability, regardless of whether the 
Municipality intends to do so; or 

• arises from binding arrangements from contracts, regardless of whether those 
rights are transferable or separable from the Municipality or from other rights and 
obligations. 
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The Municipality recognises an intangible asset in its Statement of Financial Position only 
when it is probable that the expected future economic benefits or service potential that 
are attributable to the asset will flow to the Municipality and the cost or fair value of the 
asset can be measured reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they 
are capitalised. Research expenditure is never capitalised, while development 
expenditure is only capitalised to the extent that: 

• the Municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the Municipality has the resources to complete the project; 

• it is probable that the municipality will receive future economic benefits or service 
potential; and 

Intangible assets are Initially recognised at cost. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is 
initially measured at fair value (the cost). If the acquired item’s fair value is not 
determinable, it’s deemed cost is the carrying amount of the asset(s) given up. 

1.15.2 Subsequent Measurement-- Cost Model 

Intangible assets are subsequently carried at cost less accumulated amortisation and any 
accumulated impairments losses. The cost of an intangible asset is amortised over the 
useful life where that useful life is finite. Where the useful life is indefinite, the asset is not 
amortised but is subject to an annual impairment test. 

1.15.3 Amortisation and Impairment 

Amortisation is charged so as to write off the cost or valuation of intangible assets over its 
estimated useful lives using the straight line method. Amortisation of an asset begins 
when it is available for use, i.e. when it is in the condition necessary for it to be capable of 
operating in the manner intended by management. Components of assets that are 
significant in relation to the whole asset and that have different useful lives are amortised 
separately. The estimated useful lives, residua! values and amortisation method are 
reviewed at each year end, with the effect of any changes in estimate accounted for on a 
prospective basis. The annual amortisation rates are based on the following estimated 
useful lives: 

Intangible Assets Years 

Computer Software 3-5 

Computer Software Licenses 5-10 

1.15.4 De-recognition 

Intangible assets are derecognised when the asset is disposed or when there are no 
further economic benefits or service potential expected from the use of the asset. The 
gain or loss arising on the disposal or retirement of an intangible asset is determined as 
the difference between the sale proceeds and the carrying value and Is recognised In the 
Statement of Financial Performance. 
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1.15.5 Application of deemed cost (Directive 7) 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. For Intangible Assets the depreciated replacement cost method was used 
to establish the deemed cost as on 1 July 2008. 


1.16. INVESTMENT PROPERTY 

1.16.1 initial Recognition 

Investment property is recognised as an asset when, and only when: 

• it is probable that the future economic benefits or service potential that are 
associated with the investment property will flow to the Municipality, and 

• the cost or fair value of the Investment property can be measured reliably. 

Investment property includes property (land or a building, or part of a building, or both 
land and buildings held under a finance lease) held to earn rentals and/or for capital 
appreciation, rather than held to meet service delivery objectives, the production or 
supply of goods or services, or the sale of an asset in the ordinary course of operations. 
Property with a currently undetermined use, is also classified as investment property. 

At initial recognition, the Municipality measures investment property at cost including 
transaction costs once it meets the definition of investment property. However, where an 
investment property was acquired through a non-exchange transaction (i.e. where it 
acquired the investment property for no or a nominal value), its cost is its fair value as at 
the date of acquisition. The cost of self-constructed investment property is measured at 
cost. 

Transfers are made to or from investment property only when there is a change in use. 
For a transfer from investment property to owner occupied property, the deemed cost for 
subsequent accounting is the fair value at the date of change in use. If owner occupied 
property becomes an investment property, the Municipality accounts for such property in 
accordance with the policy stated under property, plant and equipment up to the date of 
change in use. 

1.16.2 Subsequent Measurement- Cost Mode/ 

Subsequent to initial recognition, items of investment property are measured at cost less 
accumulated depreciation and any accumulated impairment losses. Land is not 
depreciated as it is deemed to have an indefinite useful life. 

1.16.3 Depreciation and Impairment- CostModel 

Depreciation is calculated on the depreciable amount, using the straight-line method over 
the estimated useful lives of the assets. Depreciation of an asset begins when it is 
available for use, i.e. when it is in the location and condition necessary for it to be 
capable of operating in the manner intended by management. Components of assets that 
are significant in relation to the whole asset and that have different useful lives are 
depreciated separately. The estimated useful lives, residual values and depreciation 
method are reviewed at each year end, with the effect of any changes in estimate 
accounted for on a prospective basis. 
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Investment Property Years 

Buildings 30 

1.16.4 De-recognition 

investment property is derecognised when it is disposed or when there are no further 
economic benefits expected from the use of the investment property. The gain or loss 
arising on the disposal or retirement of an item of investment property is determined as 
the difference between the sale proceeds and the carrying value and is recognised in the 
Statement of Financial Performance. 

1.16.5 Application of deemed cost - Directive 7 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. The fair value as determined by a valuator was used in order to determine 
the deemed cost as on 1 July 2008. 


1.17 HERITAGE ASSETS 

1.17.1 Initial Recognition 

A heritage asset is defined as an asset that has a cultural, environmental, historical, 
natural, scientific, technological or artistic significance and is held and preserved 
indefinitely for the benefit of present and future generations. 

A heritage asset is recognised as an asset If, and only if it is probable that future 
economic benefits or service potential associated with the asset will flow to the 
Municipality, and the cost or fair value of the asset can be measured reliably. 

A heritage asset that qualifies for recognition as an asset, is measured at its cost. Where 
a heritage asset is acquired through a non-exchange transaction, its cost is deemed to be 
its fair value as at the date of acquisition. 

1.17.2 Subsequent Measurement - Cost Model 

After recognition as an asset, heritage assets are carried at its cost less any accumulated 
impairment losses. 

1.17.3 Depreciation and Impairment 
Heritage assets are not depreciated 

Heritage assets are reviewed at each reporting date for any indication of impairment. If 
any such indication exists, the asset’s recoverable amount is estimated. The impairment 
recognised in the Statement of Financial Performance is the excess of the carrying value 
over the recoverable amount 

An impairment is reversed only to the extent that the asset’s carrying amount does not 
exceed the carrying amount that would have been determined had no impairment been 
recognised. A reversal of an Impairment Is recognised in the Statement of Financial 
Performance. 
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1.17.4 De-recognition 

Heritage assets are derecognised when it is disposed or when there are no further 
economic benefits expected from the use of the heritage asset. The gain or loss arising 
on the disposal or retirement of a heritage asset is determined as the difference between 
the sales proceeds and the carrying value of the heritage asset and is recognised in the 
Statement of Financial Performance. 

1.17.5 Application of deemed cost - Directive 7 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. The fair value as determined by a valuator was used in order to determine 
the deemed cost as on 1 July 2008. 


1.18. NON-CURRENT ASSETS HELD FOR SALE 

1. 18. 1 Initial Recognition 

Non-current assets and disposal groups are classified as held for sale if their carrying 
amount will be recovered through a sale transaction rather than through continuing use. 
This condition Is regarded as met only when the sale is highly probable and the asset (or 
disposal group) is available for immediate sale in its present condition. Management 
must be committed to the sale, which should be expected to qualify for recognition as a 
completed sale within one year from the date of classification. 

1.18.2 Subsequent Measurement 

Non-current assets held for sale (or disposal group) are measured at the lower of carrying 
amount and fair value less costs to sell. 

A non-current asset is not depreciated (or amortised) while it is classified as held for sale, 
or while it is part of a disposal group classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as 
held for sale are recognised in the Statement of Financial Performance. 


1.19. IMPAIRMENT OF NON-FINANCIAL ASSETS 
1.19.1 Cash-generating assets 

Cash-generating assets are assets held with the primary objective of generating a 
commercial return. 

The Municipality assesses at each reporting date whether there is an indication that an 
asset may be impaired. If any indication exists, or when annual impairment testing for an 
asset is required, the Municipality estimates the asset’s recoverable amount. 

In assessing whether there is any indication that an asset may be impaired, the 
Municipality considers the following indications: 
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(a) External sources of information 

• During the period, an asset's market value has declined significantly more 
than vi/ould be expected as a result of the passage of time or normal use. 

• Significant changes with an adverse effect on the Municipality have taken 
place during the period, or will take place in the near future, in the 
technological, market, economic or legal environment in which the 
Municipality operates or in the market to which an asset is dedicated. 

• Market interest rates or other market rates of return on investments have 
increased during the period, and those increases are likely to affect the 
discount rate used in calculating an asset's value in use and decrease the 
asset's recoverable amount materially. 

(b) Internal sources of information 

• Evidence Is available of obsolescence or physical damage of an asset. 

• Significant changes with an adverse effect on the Municipality have taken 
place during the period, or are expected to take place in the near future, in 
the extent to which, or manner In which, an asset is used or is expected to 
be used. These changes Include the asset becoming idle, plans to 
discontinue or restructure the operation to which an asset belongs, plans to 
dispose of an asset before the previously expected date, and reassessing 
the useful life of an asset as finite rather than indefinite. 

• Evidence is available from internal reporting that indicates that the economic 
performance of an asset is, or will be, worse than expected. 

The re-designation of assets from a cash-generating asset to a non-cash generating 
asset or from a non-cash-generating asset to a cash-generating asset shall only occur 
when there is clear evidence that such a re-designation is appropriate. A re-designation, 
by itself, does not necessarily trigger an impairment test or a reversal of an Impairment 
loss. Instead, the indication for an impairment test or a reversal of an impairment loss 
arises from, as a minimum, the indications listed above. 

An asset's recoverable amount Is the higher of an asset’s or cash-generating unit's 
(CGU) fair value less costs to sell and its value in use and is determined for an Individual 
asset, unless the asset does not generate cash Inflows that are largely independent of 
those from other assets or groups of assets. Where the carrying amount of an asset or 
CGU exceeds its recoverable amount, the asset is considered impaired and is written 
down to its recoverable amount In assessing value in use. the estimated future cash 
flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks specific to the 
asset In determining fair value less costs to sell, an appropriate valuation model is used. 
Impairment losses are recognised in the Statement of Financial Performance in those 
expense categories consistent with the function of the impaired asset 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the 
asset is adjusted in future periods to allocate the asset's revised carrying amount, less its 
residual value (if any), on a systematic basis over its remaining useful life. 

An assessment is made at each reporting date as to whether there is any indication that 
previously recognised impairment losses may no longer exist or may have decreased. If 
such indication exists, the Municipality estimates the asset’s or CGU's recoverable 
amount. A previously recognised impairment loss is reversed only if there has been a 
change in the assumptions used to determine the asset’s recoverable amount since the 
last impairment loss was recognised. The reversal is limited so that the carrying amount 
of the asset does not exceed its recoverable amount, nor exceed the carrying amount 
that would have been determined, net of depreciation, had no impairment loss been 
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recognised for the asset in prior years. Such reversal is recognised in the Statement of 
Financial Performance. 

1.19.2 Non-cash-generating assets 

Non-cash-generating assets are assets other than cash-generating assets. 

The Municipality assesses at each reporting date whether there is an indication that an 
asset may be impaired, if any indication exists, or when annual Impairment testing for an 
asset is required, the Municipality estimates the asset's recoverable service amount. 

In assessing whether there is any indication that an asset may be impaired, the 
Municipality considers the following indications: 

(a) External sources of information 

• Cessation, or near cessation, of the demand or need for services provided 
by the asset. 

• Significant long-term changes with an adverse effect on the Municipality 
have taken place during the period or will take place in the near future, in the 
technological, legal or government policy environment in which the 
Municipality operates. 

(b) Internal sources of information 

• Evidence is available of physical damage of an asset. 

• Significant long-term changes with an adverse effect on the Municipality 
have taken place during the period, or are expected to take place in the near 
future, in the extent to which, or manner in which, an asset Is used or is 
expected to be used. These changes include the asset becoming idle, plans 
to discontinue or restructure the operation to which an asset belongs, or 
plans to dispose of an asset before the previously expected date. 

• A decision to halt the construction of the asset before it is complete or in a 
usable condition. 

• Evidence is available from interna! reporting that indicates that the service 
performance of an asset is, or will be, significantly worse than expected. 

An asset’s recoverable service amount is the higher of a non-cash-generating asset’s fair 
value less costs to sell and its value in use. If the recoverable service amount of an asset 
is less than its carrying amount, the carrying amount of the asset is reduced to its 
recoverable service amount. That reduction is an impairment loss and is recognised in 
the Statement of Financial Performance. 

The value in use of a non-cash-generating asset is the present value of the asset’s 
remaining service potential. The present value of the remaining service potential of the 
asset is determined using any one of the following approaches, depending on the nature 
of the asset in question: 

• depreciation replacement cost approach - the present value of the remaining 
service potential of an asset is determined as the depreciated replacement cost of 
the asset. The replacement cost of an asset is the cost to replace the asset’s gross 
service potential. This cost is depreciated to reflect the asset in its used condition. 
An asset may be replaced either through reproduction (replication) of the existing 
asset or through replacement of its gross service potential. The depreciated 
replacement cost Is measured as the reproduction or replacement cost of the 
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asset, whichever is lower, less accumulated depreciation calculated on the basis of 
such cost, to reflect the already consumed or expired service potential of the asset. 

• restoration cost approach - the cost of restoring the service potential of an asset to 
its pre-impaired level. Under this approach, the present value of the remaining 
service potential of the asset is determined by subtracting the estimated restoration 
cost of the asset from the current cost of replacing the remaining service potential 
of the asset before impairment. The latter cost is usually determined as the 
depreciated reproduction or replacement cost of the asset, whichever is lower. 

• service unit approach - the present value of the remaining service potential of the 
asset is determined by reducing the current cost of the remaining service potential 
of the asset before impairment, to conform with the reduced number of service 
units expected from the asset In Its impaired state. As in the restoration cost 
approach, the current cost of replacing the remaining service potential of the asset 
before impairment Is usually determined as the depreciated reproduction or 
replacement cost of the asset before impairment, whichever is lower. 

Fair value less costs to sell Is the amount obtainable from the sale of an asset in an arm's 
length transaction between knowledgeable, willing parties, less the costs of disposal. 

An impairment loss is recognised immediately in surplus or deficit, unless the asset is 
carried at a revalued amount in accordance with another Standard of GRAP. Any 
impairment loss of a revalued asset shall be treated as a revaluation decrease in 
accordance with that Standard of GRAP. 

The Municipality assesses at each reporting date whether there Is any indication that an 
impairment loss recognised in prior periods for an asset may no longer exist or may have 
decreased. If any such Indication exists, the Municipality estimates the recoverable 
service amount of that asset. 

An Impairment loss recognised in prior periods for an asset is reversed if there has been 
a change in the estimates used to determine the asset’s recoverable service amount 
since the last impairment loss was recognised. If this is the case, the carrying amount of 
the asset is increased to its recoverable service amount. The increased carrying amount 
of an asset attributable to a reversal of an Impairment loss does not exceed the carrying 
amount that would have been determined (net of depreciation or amortisation) had no 
impairment loss been recognised for the asset in prior periods. Such a reversal of an 
impairment loss is recognised in the Statement of Financial Performance. 


1.20. INVENTORIES 
1.20. 1 Initial Recognition 

Inventories comprise of current assets held for sale, consumption or distribution during 
the ordinary course of business. Inventories are recognised as an asset if, and only if, it 
is probable that future economic benefits or service potential associated with the item will 
flow to the Municipality, and the cost of the inventories can be measured reliably. 
Inventories are initially recognised at cost. Cost generally refers to the purchase price, 
plus non-recoverable taxes, transport costs and any other costs in bringing the 
inventories to their current location and condition. Where inventory is manufactured, 
constructed or produced, the cost Includes the cost of labour, materials and overheads 
used during the manufacturing process. 
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Water inventory is being measured by multiplying the cost per kilo litre of purified water 
by the amount of water in storage. 

Where Inventory is acquired by the Municipality for no or nominal consideration (i.e. a 
non-exchange transaction), the cost is deemed to be equal to the fair value of the item on 
the date acquired. 

1.20.2 Subsequent Measurement 

Inventories, consisting of consumable stores, raw materials, work-in-progress and 
finished goods, are valued at the lower of cost and net realisable value unless they are to 
be distributed at no or nominal charge, in which case they are measured at the lower of 
cost and current replacement cost. Redundant and slow-moving inventories are 
identified and written down. Differences arising on the valuation of inventory are 
recognised in the Statement of Financial Performance in the year in which they arose. 
The amount of any reversal of any write-down of inventories arising from an increase in 
net realisable value or current replacement cost is recognised as a reduction in the 
amount of inventories recognised as an expense in the period in which the reversal 
occurs. 

The carrying amount of inventories is recognised as an expense in the period that the 
inventory was sold, distributed, written off or consumed, unless that cost qualifies for 
capitalisation to the cost of another asset 

The basis of allocating cost to inventory items is the weighted average method. 

Cost of land held for sale is assigned by using specific identification of their individual 
costs. 


1.21. FINANCIAL INSTRUMENTS 

Financial instruments recognised in the Statement of Financial Position include 
receivables (both from exchange transactions and non-exchange transactions), cash and 
cash equivalents, annuity loans and payables (both from exchange and non-exchange 
transactions) and non-current investments. The future utilization of Unspent Conditional 
Grants is evaluated in order to determine whether It is treated as financial instruments. 

1.21. 1 Initial Recognition 

Financial instruments are Initially recognised when the Municipality becomes a party to 
the contractual provisions of the instrument at fair value plus, in the case of a financial 
asset or financial liability not at fair value, transaction costs that are directly attributable to 
the acquisition or issue of the financial asset or financial liability. If finance charges in 
respect of financial assets and financial liabilities are significantly different from similar 
charges usually obtained in an open market transaction, adjusted for the specific risks of 
the Municipality, such differences are immediately recognised in the period it occurs, and 
the unamortised portion adjusted over the period of the loan transactions. 

1.21.2 Subsequent Measurement 

Financial assets are categorised according to their nature as either financial assets at fair 
value, financial assets at amortised cost or financial assets at cost. Financial liabilities 
are categorised as either at fair value or financial liabilities carried at amortised cost. The 
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subsequent measurement of financial assets and liabilities depends on this 
categorisation. 

1.21.2.1 Receivables 


Receivables are classified as financial assets at amortised cost, and are 
subsequently measured at amortised cost using the effective interest rate method. 

For amounts due from debtors carried at amortised cost, the Municipality first 
assesses whether objective evidence of impairment exists individually for financial 
assets that are individually significant, or collectively for financial assets that are not 
individually significant. Objective evidence of impairment includes significant 
financial difficulties of the debtor, probability that the debtor will enter bankruptcy or 
financial reorganisation and default or delinquency in payments (more than 90 days 
overdue). If the Municipality determines that no objective evidence of impairment 
exists for an individually assessed financial asset, whether significant or not, it 
includes the asset in a group of financial assets with similar credit risk characteristics 
and collectively assesses them for impairment. Assets that are individually assessed 
for impairment and for which an impairment loss is, or continues to be, recognised 
are not included In a collective assessment of impairment. 

If there is objective evidence that an impairment loss has been incurred, the amount 
of the loss is measured as the difference between the asset’s carrying amount and 
the present value of estimated future cash flows (excluding future expected credit 
losses that have not yet been incurred). The carrying amount of the asset is reduced 
through the use of an allowance account and the amount of the loss is recognised in 
the Statement of Financial Performance. Interest income continues to be accrued on 
the reduced carrying amount based on the original effective interest rate of the 
asset. Loans together with the associated allowance are written off when there is no 
realistic prospect of future recovery and all collateral has been realised or has been 
transferred to the municipality. If, In a subsequent year, the amount of the estimated 
impairment loss increases or decreases because of an event occurring after the 
impairment was recognised, the previously recognised impairment loss is increased 
or reduced by adjusting the allowance account, if a future write-off Is later recovered, 
the recovery is recognised In the Statement of Financial Performance. 

The present value of the estimated future cash flows is discounted at the financial 
asset’s original effective interest rate, if material. If a loan has a variable interest rate, 
the discount rate for measuring any impairment loss is the current effective interest 
rate. 

1.21.2.2 Payables and Annuity Loans 

Financial liabilities consist of payables and annuity loans. They are categorised as 
financial liabilities held at amortised cost, and are initially recognised at fair value 
and subsequently measured at amortised cost using an effective interest rate, which 
is the initial carrying amount, less repayments, plus interest. 

1.21.2.3 Cash and Cash Equivalents 

Cash includes cash on hand (including petty cash) and cash with banks. Cash 
equivalents are short-term highly liquid investments, readily convertible into known 
amounts of cash that are held with registered banking institutions with maturities of 
three months or less and are subject to an insignificant risk of change in value. For 
the purposes of the cash flow statement, cash and cash equivalents comprise cash 
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on hand, highly liquid deposits and net of bank overdrafts. The Municipality 
categorises cash and cash equivalents as financial assets carried at amortised cost. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank 
overdraft are expensed as incurred. Amounts owing in respect of bank overdrafts 
are categorised as financial liabilities carried at amortised cost. 

1.21.2.4 Non-Current Investments 


Investments which include fixed deposits invested in registered commercial banks, 
are stated at amortised cost. 

Where investments have been impaired, the carrying value is adjusted by the 
impairment loss, which is recognised as an expense in the Statement of Financial 
Performance in the period that the impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds and 
the carrying amount is recognised in the Statement of Financial Performance. 

The carrying amounts of such investments are reduced to recognise any decline, 
other than a temporary decline, in the value of individual investments. 

1.21.3 De-recognition of Financial Instruments 

1.21.3.1 Financial Assets 


A financial asset (or, where applicable a part of a financial asset or part of a group of 
similar financial assets) is derecognised when: 

• the rights to receive cash flows from the asset have expired; or 

• the Municipality has transferred Its rights to receive cash flows from the asset 
or has assumed an obligation to pay the received cash flows in full without 
material delay to a third party under a ‘pass-through’ arrangement; and either 
(a) the Municipality has transferred substantially all the risks and rewards of 
the asset, or (b) the Municipality has neither transferred nor retained 
substantially all the risks and rewards of the asset, but has transferred 
control of the asset. 

When the Municipality has transferred its rights to receive cash flows from an asset 
or has entered into a pass-through arrangement, and has neither transferred nor 
retained substantially all the risks and rewards of the asset nor transferred control of 
the asset, the old asset is derecognised and a new asset is recognised to the extent 
of the Municipality's continuing involvement in the asset. 

Continuing involvement that takes the form of a guarantee over the transferred asset 
is measured at the lower of the original carrying amount of the asset and the 
maximum amount of consideration that the Municipality could be required to repay. 

When continuing involvement takes the form of a written and/or purchased option 
(including a cash settled option or similar provision) on the transferred asset, the 
extent of the Municipality’s continuing involvement is the amount of the transferred 
asset that the Municipality may repurchase, except that in the case of a written put 
option (including a cash settled option or similar provision) on an asset measured at 
fair value, the extent of the Municipality’s continuing involvement is limited to the 
lower of the fair value of the transferred asset and the option exercise price. 
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1.21.3.2 Financial Liabilities 


A financial liability is derecognised when the obligation under the liability is 
discharged or cancelled or expires. 

When an existing financial liability is replaced by another from the same lender on 
substantially different terms, or the terms of an existing liability are substantially 
modified, such an exchange or modification is treated as a de-recognition of the 
original liability and the recognition of a new liability, and the difference in the 
respective carrying amounts is recognised in the Statement of Financial 
Performance. 

1.21.4 Offsetting of Financial Instruments 

Financial assets and financial liabilities are offset and the net amount reported in the 
Statement of Financial Position if, and only if, there is a currently enforceable legal right 
to offset the recognised amounts and there Is an intention to settle on a net basis, or to 
realise the assets and settle the liabilities simultaneously 


1.22. REVENUE 

1.22.1 Revenue from Non-Exchange Transactions 

Revenue from non-exchange transactions refers to transactions where the Municipality 
received revenue from another entity without directly giving approximately equal value in 
exchange. Revenue from non-exchange transactions is generally recognised to the 
extent that the related receipt or receivable qualifies for recognition as an asset and there 
is no liability to repay the amount. 

Grants, transfers and donations received or receivable are recognised when the 
resources that have been transferred, meet the criteria for recognition as an asset. A 
corresponding liability Is recognised to the extent that the grant, transfer or donation is 
conditional. The liability is transferred to revenue as and when the conditions attached to 
the grant are met. Grants without any conditions attached are recognised as revenue 
when the asset is recognised. 

Revenue from property rates is recognised when the legal entitlement to this revenue 
arises. At the time of initial recognition the full amount of revenue is recognised. If the 
Municipality does not enforce its obligation to collect the revenue, this would be 
considered as a subsequent event Collection charges are recognised when such 
amounts are legally enforceable. Rebates and discounts are offset against the related 
revenue, in terms of iGRAP 1 , as there is no intention of collecting this revenue. 

Penalty interest on unpaid rates is recognised on a time proportionate basis as an 
exchange transaction. 

Fine Revenue constitutes both spot fines and summonses. Revenue from spot fines and 
summonses is recognised based on an estimation of future collections of fines issued 
based on prior period trends and collection percentages. 

Revenue from public contributions and donations is recognised when all conditions 
associated with the contribution have been met or where the contribution is to finance 
property, plant and equipment, when such items of property, plant and equipment 
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qualifies for recognition and first becomes available for use by the Municipality. Where 
public contributions have been received, but the Municipality has not met the related 
conditions, it is recognised as an unspent public contribution (liability). 

Revenue from third parties i.e. Insurance payments for assets impaired, are recognised 
when it can be measured reliably and is not being offset against the related expenses of 
repairs or renewals of the Impaired assets. 

Contributed property, plant and equipment is recognised when such items of property, 
plant and equipment qualifies for recognition and become available for use by the 
Municipality. 

All unclaimed deposits are initially recognised as a liability until 12 months expires, when 
all unclaimed deposits into the Municipality’s bank account will be treated as revenue. 
Historical patterns have indicated that minimal unidentified deposits are reclaimed after a 
period of twelve months. This assessment Is performed annually at 30 June. Therefore 
the substance of these transactions indicate that even though the prescription period for 
unclaimed monies is legally three years, it is reasonable to recognised all unclaimed 
monies older than twelve months as revenue. Although unclaimed deposits are 
recognised as revenue after 12 months, the Municipality still keep record of these 
unclaimed deposits for three years in the event that a party should submit a claim after 1 2 
months, in which case it will be expensed. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure 
is based on legislated procedures, including those set out in the Municipal Finance 
Management Act (Act No. 56 of 2003) and is recognised when the recovery thereof from 
the responsible councillors or officials is virtually certain. 

Revenue is measured at the fair value of the consideration received or receivable. 

When, as a result of a non-exchange transaction, a Municipality recognises an asset, it 
also recognises revenue equivalent to the amount of the asset measured at its fair value 
as at the date of acquisition, unless it is also required to recognise a liability. Where a 
liability Is required to be recognised it will be measured as the best estimate of the 
amount required to settle the present obligation at the reporting date, and the amount of 
the increase in net assets, if any, recognised as revenue. When a liability is subsequently 
reduced, because the taxable event occurs or a condition is satisfied, the amount of the 
reduction in the liability will be recognised as revenue. 


1.22.2 Revenue from Exchange Transactions 

Revenue from exchange transactions refers to revenue that accrued to the Municipality 
directly in return for services rendered or goods sold, the value of which approximates the 
consideration received or receivable. 

At the time of initial recognition the full amount of revenue is recognised where the 
Municipality has an enforceable legal obligation to collect, unless the individual 
collectability is considered to be improbable. If the Municipality does not successfully 
enforce its obligation to collect the revenue this would be considered a subsequent event. 

Service charges relating to electricity and water are based on consumption and a basic 
charge as per Council resolution. Meters are read on a monthly basis and are 
recognised as revenue when invoiced. Where fine Municipality was unable to take the 
actual month's reading of certain consumers, a provisional estimate of consumption for 
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that month will be created. . The provisional estimates of consumption are recognised as 
revenue when invoiced. Adjustments to provisional estimates of consumption are made 
in the invoicing period In which meters have been read. These adjustments are 
recognised as revenue in the Invoicing period. 

Revenue from the sale of electricity prepaid meter cards is recognised at the point of 
sale. It is estimated that pre-paid electricity is consumed within 2 to 3 days after date of 
purchase. The pre-paid electricity sold, but not consumed yet at year-end is disclosed as 
under Payables from Exchange Transactions in the Statement of Financial Position. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears 
by applying the approved tariff to each property that has improvements. Tariffs are 
determined per category of property usage, and are levied monthly based on the 
recorded number of refuse points per property. 

Service charges relating to sanitation (sewerage) are recognised on a monthly basis in 
arrears by applying the approved tariff to each property that has improvements. Tariffs 
are determined per category of property usage. In the case of residential property a fixed 
monthly tariff is levied and in the case of commercial property a tariff is levied based on 
the number of sewerage connection on the property. Service charges based on a basic 
charge as per Council resolution. 

Interest revenue is recognised using the effective interest rate method. 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis 
over the term of the lease agreement. 

Dividends are recognised on the date that the Municipality becomes entitled to receive 
the dividend. 

Revenue arising from the application of the approved tariff of charges is recognised when 
the relevant service is rendered by applying the relevant tariff. This includes the issuing 
of licences and permits. 

Revenue from the sale of goods is recognised when substantially all the risks and 
rewards in those goods are passed to the consumer. 

Revenue arising out of situations where the Municipality acts as an agent on behalf of 
another entity (the principal) Is limited to the amount of any fee or commission payable to 
the municipality as compensation for executing the agreed services. 

Revenue is measured at the fair value of the consideration received or receivable. 

The amount of revenue arising on a transaction is usually determined by agreement 
between the Municipality and the purchaser or user of the asset or service. It is measured 
at the fair value of the consideration received or receivable taking into account the 
amount of any trade discounts and volume rebates allowed by the Municipality. 

In most cases, the consideration is in the form of cash or cash equivalents and the 
amount of revenue is the amount of cash or cash equivalents received or receivable. 
However, when the inflow of cash or cash equivalents is deferred, the fair value of the 
consideration may be less than the nominal amount of cash received or receivable. When 
the arrangement effectively constitutes a financing transaction, the fair value of the 
consideration is determined by discounting all future receipts using an imputed rate of 
interest. The imputed rate of Interest is the more clearly determinable of either: 
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• The prevailing rate for a similar instrument of an issuer with a similar credit rating; 

• A rate of interest that discounts the nominal amount of the instrument to the current 
cash sales price of the goods or services. 

The difference between the fair value and the nominal amount of the consideration is 
recognised as interest revenue. 

When goods or services are exchanged or swapped for goods or services which are of a 
similar nature and value, the exchange is not regarded as a transaction that generates 
revenue. When goods are sold or services are rendered in exchange for dissimilar goods 
or services, the exchange is regarded as a transaction that generates revenue. The 
revenue is measured at the fair value of the goods or services received, adjusted by the 
amount of any cash or cash equivalents transferred. When the fair value of the goods or 
services received cannot be measured reliably, the revenue is measured at the fair value 
of the goods or services given up, adjusted by the amount of any cash or cash 
equivalents transferred. 


1.23. RELATED PARTIES 

The Municipality resolved to adopt the disclosure requirements as per GRAP 20 - 

"Related Party Disclosures". 

A related party is a person or an entity: 

• with the ability to control or jointly control the other party. 

• or exercise significant influence over the other party, or vice versa, 

• or an entity that is subject to common control, or joint control. 

The following are regarded as related parties of the Municipality: 

(a) A person or a close member of that person's family is related to the Municipality if 
that person; 

■ has control or joint control over the Municipality. 

• has significant influence over the Municipality. Significant influence is the 
power to participate in the financial and operating policy decisions of the 
Municipality. 

• is a member of the management of the Municipality or its controlling entity. 

(b) An entity is reiated to the Municipality if any of the following conditions apply: 

• the entity is a member of the same economic entity (which means that each 
controlling entity, controlled entity and fellow controlled entity is related to the 
others). 

• one entity is an associate or joint venture of the other entity (or an associate 
or joint venture of a member of an economic entity of which the other entity is 
a member). 

• both entities are joint ventures of the same third party. 

• one entity is a joint venture of a third entity and the other entity is an 
associate of the third entity. 
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• the entity is a post-employment benefit plan for the benefit of employees of 
either the Municipality or an entity related to the Municipality. If the reporting 
entity is itself such a plan, the sponsoring employers are related to the entity. 

• the entity is controlled or jointly controlled by a person identified in (a). 

• a person identified in (a) has significant influence over that entity or is a 
member of the management of that entity (or Its controlling entity). 

Close members of the family of a person are those family members who may be 
expected to influence, or be influenced by that person in their dealings with the 
Municipality. A person is considered to be a close member of the family of another 
person if they: 

(a) are married or live together in a relationship similar to a marriage; or 

(b) are separated by no more than two degrees of natural or legal consanguinity or 
affinity. 

Management (formerly known as "Key Management”) includes all persons having the 
authority and responsibility for planning, directing and controlling the activities of the 
Municipality, including: 

(a) all members of the governing body of the Municipality; 

(b) a member of the governing body of an economic entity who has the authority and 
responsibility for planning, directing and controlling the activities of the Municipality; 

(c) any key advisors of a member, or sub-committees, of the governing body who has 
the authority and responsibility for planning, directing and controlling the activities 
of the Municipality; and 

(d) the senior management team of the Municipality, including the accounting officer or 
permanent head of the Municipality, unless already included in (a). 

Management personnel include: 

(a) All managers or council of the Municipality, being the Mayor and members of the 
Council. 

(b) Other persons having the authority and responsibility for planning, directing and 
controlling the activities of the reporting Municipality being the Municipal Manager, 
Chief Financial Officer an all other managers reporting directly to the Municipal 
Manager or as designated by the Municipal Manager. 

Remuneration of management includes remuneration derived for services provided to the 
Municipality in their capacity as members of the management team or employees. 
Benefits derived directly or indirectly from the Municipality for services in any capacity 
other than as an employee or a member of management do not meet the definition of 
remuneration. Remuneration of management excludes any consideration provided solely 
as a reimbursement for expenditure incurred by those persons for the benefit of the 
Municipality. 

The Municipality operates in an economic environment currently dominated by entities 
directly or indirectly owned by the South African government. As a result of the 
Constitutional independence of all three spheres of government in South Africa, only 
parties within the same sphere of government will be considered to be related parties. 
Only transactions with such parties which are not at arm's length and not on normal 
commercial terms are disclosed. 
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1.24. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure Is expenditure that has not been budgeted, expenditure that is 
not in terms of the conditions of an allocation received from another sphere of 
government, municipality or organ of state and expenditure in a form of a grant that is not 
permitted in terms of the Municipal Finance Management Act (Act No. 56 of 2003). 
Unauthorised expenditure is accounted for as an expense (measured at actual cost 
incurred) in the Statement of Financial Performance and when recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 


1 .25. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance 
Management Act (Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 2000), 
the Public Office Bearers Act, and (Act. No. 20 of 1998) or is in contravention of the 
Municipality's Supply Chain Management Policy. Irregular expenditure excludes 
unauthorised expenditure. Irregular expenditure is accounted for as expenditure 
(measured at actual cost incurred) in the Statement of Financial Performance and when 
recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 


1.26. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and could have 
been avoided had reasonable care been exercised. Fruitless and wasteful expenditure is 
accounted for as expenditure (measured at actual cost incurred) in the Statement of 
Financial Performance and when recovered, It is subsequently accounted for as revenue 
in the Statement of Financial Performance. 


1.27. CONTINGENT LIABILITIES AND CONTINGENT ASSETS 

A contingent liability is a possible obligation that arises from past events and whose 
existence will be confirmed only by the occurrence or non-occurrence of one or more 
uncertain future events not wholly within the control of the Municipality. A contingent 
liability could also be a present obligation that arises from past events, but is not 
recognised because it is not probable that an outflow of resources embodying economic 
benefits will be required to the obligation or the amount of the obligation cannot be 
measured with sufficient reliability. 

The Municipality does not recognise a contingent liability or contingent asset. A 
contingent liability is disclosed unless the probability of an outflow of resources 
embodying economic benefits or service potential is remote. A contingent asset is 
disclosed where the inflow of economic benefits or service potential is probable. 

Management judgement is required when recognising and measuring contingent 
liabilities. 
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1.28. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 

In the process of applying the Municipality’s accounting policy, management has made 
the following significant accounting judgements, estimates and assumptions, which have 
the most significant effect on the amounts recognised in the financial statements; 

1.28. 1 Post retirement medical obligations and long service awards 

The cost of post retirement medical obligations and long service awards are determined 
using actuarial valuations. The actuarial valuation involves making assumptions about 
discount rates, expected rates of return on assets, future salary increases, mortality rates 
and future pension increases. Major assumptions used are disclosed in note 3 of the 
financial statements. Due to the long-term nature of these plans, such estimates are 
subject to significant uncertainty. 

1.28.2 Impairment of Receivables 

The calculation in respect of the Impairment of debtors is based on an assessment of the 
extent to which debtors have defaulted on payments already due, and an assessment of 
their ability to make payments based on their creditworthiness. This was performed per 
service-identifiable categories across all classes of debtors. 

1.28.3 Property, Plant and Equipment 

The useful lives of property, plant and equipment are based on management’s 
estimation. Infrastructure's useful lives are based on technical estimates of the practical 
useful lives for the different infrastructure types, given engineering technical knowledge of 
the infrastructure types and service requirements. For other assets and buildings 
management considers the impact of technology, availability of capital funding, service 
requirements and required return on assets to determine the optimum useful life 
expectation, where appropriate. The estimation of residual values of assets is also based 
on management's judgement whether the assets will be sold or used to the end of their 
useful lives, and in what condition they will be at that time. 


Management referred to the following when making assumptions regarding useful lives 
and residual values of property, plant and equipment. 

• The useful life of movable assets was determined using the age of similar assets 
available for sale in the active market. Discussions with people within the specific 
industry were also held to determine useful lives. 

• Local Government Industry Guides was used to assist with the deemed cost and 
useful life of infrastructure assets. 

• The Municipality referred to buildings In other municipal areas to determine the 
useful life of buildings. The Municipality also consulted with engineers to support 
the useful life of buildings, with specific reference to the structural design of 
buildings. 

For deemed cost applied to other assets as per adoption of Directive 7, management 
used the depreciation cost method which was based on assumptions about the remaining 
duration of the assets. 

The cost for depreciated replacement cost was determined by using either one of the 
following: 
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• cost of items with a similar nature currently in the Municipality's asset register; 

• cost of items with a similar nature in other municipalities’ asset registers, given that 
the other municipality has the same geographical setting as the Municipality and 
that the other municipality's asset register is considered to be accurate; 

• cost as supplied by suppliers. 

For deemed cost applied to land and buildings as per adoption of Directive 7, 
management made use of an independent valuator. The valuator’s valuation was based 
on assumptions about the market’s buying and selling trends and the remaining duration 
of the assets. 

1.28.4 Intangible Assets 

The useful lives of intangible assets are based on management’s estimation. 
Management considers the impact of technology, availability of capital funding, service 
requirements and required return on assets to determine the optimum useful life 
expectation, where appropriate. 

Management referred to the following when making assumptions regarding useful lives of 
intangible assets; 

• Reference was made to intangibles used within the Municipality and other 
municipalities to determine the useful life of the assets. 

For deemed cost applied to intangible assets as per adoption of Directive 7, management 
used the depreciation cost method which was based on assumptions about the remaining 
duration of the assets. 

1.28.5 Investment Property 

The useful lives of investment property are based on management's estimation. 
Management considers the impact of technology, availability of capital funding, sen/ice 
requirements and required return on assets to determine the optimum useful life 
expectation, where appropriate. The estimation of residual values of assets is also based 
on management's judgement whether the assets will be sold or used to the end of their 
economic lives, and in what condition they will be at that time. 

Management referred to the following when making assumptions regarding useful lives 
and valuation of investment property: 

• The Municipality referred to buildings in other municipal areas to determine the 
useful life of buildings. 

• The Municipality also consulted with professional engineers and qualified valuators 
to support the useful life of buildings. 

For deemed cost applied to Investment Property as per adoption of Directive 7, 
management made use of an independent valuator. The valuator’s valuation was based 
on assumptions about the market’s buying and selling trends and the remaining duration 
of the assets. 

1.28.6 Provisions and Contingent Liabilities 

Management judgement is required when recognising and measuring provisions and 
when measuring contingent liabilities. Provisions are discounted where the time value 
effect is material. 
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1.28.7 Revenue Recognition 

Accounting Policy 1.22.1 on Revenue from Non-Exchange Transactions and Accounting 
Policy 1.22.2 on Revenue from Exchange Transactions describes the conditions under 
which revenue will be recognised by management of the Municipality. 

In making their judgement, management considered the detailed criteria for the 
recognition of revenue as set out in GRAP 9: Revenue from Exchange Transactions and 
GRAP 23: Revenue from Non-Exchange Transactions.). Specifically, whether the 
Municipality, when goods are sold, had transferred to the buyer the significant risks and 
rewards of ownership of the goods and when services are rendered, whether the service 
has been performed. Revenue from the issuing of spot fines and summonses has been 
recognised on the accrual basis using estimates of future collections based on the actual 
results of prior periods. The management of the Municipality is satisfied that recognition 
of the revenue in the current year Is appropriate. 

1.28.8 Provision for Landfill Sites 

The provision for rehabilitation of the landfill site is recognised as and when the 
environmental liability arises. The provision is calculated by a qualified environmental 
engineer. The provision represents the net present value at the reporting date of the 
expected future cash flows to rehabilitate the landfill site. To the extent that the 
obligations relate to an asset, it Is capitalised as part of the cost of those assets. Any 
subsequent changes to an obligation that did not relate to the initial related asset are 
recognised in the Statement of Financial Performance. 

Management referred to the following when making assumptions regarding provisions: 

• Professional engineers were utilised to determine the cost of rehabilitation of 
landfill sites as well as the remaining useful life of each specific landfill site. 

• Interest rates (investment rate) linked to prime was used to calculate the effect of 
time value of money. 

1.28.9 Provision for Staff leave 

Staff leave is accrued to employees according to collective agreements. Provision Is 
made for the full cost of accrued leave at reporting date. This provision will be realised as 
employees take leave or when employment is terminated. 

1.28.10 Provision for Performance bonuses 

The provision for performance bonuses represents the best estimate of the obligation at 
year end and is based on historic patterns of payment of performance bonuses. 
Performance bonuses are subject to Council approval. 

1.28.11 Componentisation of Infrastructure assets 

All infrastructure assets are unbundled into their significant components in order to 
depreciate all major components over the expected useful lives. The cost of each 
component is estimated based on the current market price of each component, 
depreciated for age and condition and recalculated to cost at the acquisition date if known 
or to the date of initially adopting the standards of GRAP. 
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TAXES - VALUE ADDED TAX 

Revenue, expenses and assets are recognised net of the amounts of value added tax. 
The net amount of Value Added Tax recoverable from, or payable to, the taxation 
authority is included as part of receivables or payables in the Statement of Financial 
Position. 


CAPITAL COMMITMENTS 

Capital commitments disclosed in the financial statements represents the contractual 
balance committed to capital projects on reporting date that will be incurred in the period 
subsequent to the specific reporting dale. 


EVENTS AFTER REPORTING DATE 

Events after the reporting date are those events, both favourable and unfavourable, that 
occur between the reporting dale and the date when the financial statements are 
authorised for issue. Two types of events can be Identified: 

• those that provide evidence of conditions that existed at the reporting date 
(adjusting events after the reporting date); and 

• those that are indicative of conditions that arose after the reporting date (non- 
adjusting events after the reporting date). 

If non-adjusting events after the reporting date are material, the Municipality discloses the 
nature and an estimate of the financial effect. 


44 




KAREEBQ^G MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 


2013 2012 

R R 

NET ASSET RHSERVES 


RESERVES 

It 523 262 

11 523 157 

Capital Replacement Reserve 

11 347 812 

11 347 612 

Housing Development fund 

35 726 


Revaluation Resenre 

139 724 

54 450 

Total Net Asset Resorvos 

11 523 262 

11 523 157 


2013 

2012 


R 

R 

EMPLOYEE BENEFITS 



Post Reliremont Benefits - Refer IQ Note 3.1 

6 B64 006 


Long Senrlce Awards - Refer to Note 3.2 

646 652 

729 204 

Total Non-current Employee Benefit Liabilities 

7 710 BSD 

6 414147 

Pott PnUremont Bonatlls 



Balance 1 July 

5 605 039 

5 592 057 

Contribution for the year 

727 635 

690 504 

Expenditure for the year 

(125 563] 

(138 755) 

Actuarial LQss/(Galn) 

sag 183 

(339 167) 

Total post retirement benefits 3D Juno 

G 995 674 

5 005 039 

Less: Transfer of Current Portion- Nole 6 

(131 S6B) 

(120 096) 

Balance 30 June 

6 864 006 

5 664 943 

1 onti Pnrvlrn AwstrHt 



Balance 1 July 

762 556 

658 760 

Conlhbutlan for the year 

121 441 

144 133 

Expenditure for the year 

(SI 190) 

(100 308) 

Actuarial Loss 

67 009 

79 983 

Total long servlco awards 30 June 

939 626 

782 566 

Loss; Transfer of Current Portion - Note 6 

(92 976) 

(53 364) 

Balance 30 June 

B4B652 

729 204 

lOTAt-ftroWrCURHewreMPOLVEeaEiveHTs 



Balance 1 July 

6 567607 

6 250 817 

Contribution for the year 

849 076 

535 037 

Expenditure for the year 

(177174) 

{339 063) 

Aelueriat Lesi/jOaln) 

676193 

(259164) 

Total employoo bonofiu 30 June 

7 935 702 

6 507 607 

Less; Transfer of Current Portlan • Note 6 

(224 644) 

(173 460) 

Balanea 30 June 

7 710 650 

6 414147 

Post Rotlremont Senonts 

2013 

2012 


R 

n 

Tha Post Retirement Benefit Plan is a defined benefit plan, of which Ihe members ere made upas follows; 



Irhservlee {employee) members 

15 

IS 

Conilnuallon members (e.g. Retirees, widows, orphans) 

4 

4 

Total Members 

19 

19 

The llabllfty In respect of past service has been estimated to bo as folowsr 



In-service members 

5749 136 

4 635 740 

Contlnuatidn members 

1 246 736 

1 169 299 

Total Liability 

C 995 874 

5 005 039 

The liability in respect of periods commendng prior to the comparaiive year has been 



estimated as follows: 



2011 

2010 

2009 

R 

R 

R 

In-sorvice members 4 037 555 

2 874 179 

2 076 250 

Continuolion members 1 554 439 

1 426 315 

1 215 224 

Total Unbllity 5 S92 0S7 

4 300 494 

3 291 474 


Experience adjuslmenls were calculalcd as {allows: 


2013 2012 

Rm Rm 


Liabilities; (Gain) / loss 
Assets; Gain / (loss) 


0,260 


(0,591) 


The experience adjustments In respect of periods commencing prior to the conqraralive 
year has been estimated as {ellaws: 

2011 2010 2003 

Rm Rm Rm 


O.SOB 0,994 


The munlclpaflty makes monthly contributions for health care anangomenls to the follownB medical old 
schemes; 

Hosmed 
U Health 

The Municipallt/s Accrued Unfunded Uabilily at 30 June 2013 Is ostimatsd at R6.996 
mllllan. The Currenl-sen/lce Cost for the year ending 30 June 2013 is csthnoled nl 
R245,693. It Is esiimatcd to be R2SB,541 for Ihc ensuing year. 


Liabilities: (Gain) / loss 
Assets; Gain / (loss) 
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2D13 

% 


EMPLOYEE BENEFITS {CONTINUEI 
Key actuarial assumptions used: 
i} Rataarintomst 
□iscount rate 

Health Cara Cost Inllatlon Rate 
Net Effective Discount Rale 

The discount rate used is a composite cf all government bonds and Is calculated using a technique is 
known as "bootstrapping" 

II) Mortality rates 

The PA 90 ultimate table, rated down by 1 year of age was used by the actuaries. 

III) Norma] retirement age 

The normal retirement age of employees fs 65 for Males and 60 for females. It has been assumed Ihal 
male In-service members will retire at ago 64 and female In-service members retire at 59, whidi then 
allows for expected rales of early and lll-heallh retirement. 

Tho amounts recognlsod In tho Statement of Financial Pcsitlon arc as follows: 


5,66% 

6,04% 

0,60% 


2013 

R 


Sensitivity Analysis on the Aecniad Liability 


tn-sorvlee 


2012 

% 


6,39% 

7,42% 

0,90% 


2012 

R 


Present value of fund cbllgallans 

6 995 574 

5 505 039 

Total Uabillly 

6 99S 074 

S BOS 039 

Rccanclllatlon of present value of fund obligation: 

Present volue of fund obligation at the beginning of the yisar 

5 805 039 

5 592 057 

Total expenses 

507 539 

514 705 

Current service cost 

245 693 

219 664 

InIcresI Cost 

461 942 

471 240 

Benefits Paid 

(120 096) 

(176 195) 

Actuarial (galnsj/lossea 

583 296 

(301 726) 

Present value of fund obligation at the end of the year 

6 995 574 

5 605 039 

Lose; Transfer of Current Portion • Note 6 

(131 566) 

(120 096) 

Balance 30 Juno 

6 564 006 

5 604 943 




members 

Continuation 






llabDIty 

members llabBHy 

Total liability 



Asoumptlen 


(RmJ 

(Rm) 

(Rm) 



Central Assumptions 


5.749 

1,247 

6,996 



Tho elfeei of mevements In tho assumptions ore as follows: 








In-sorvleo 







members 

Continuation 






liability 

mombors liability 

Total liability 



Assumption 

Change 

(Rm) 

(Rm) 

(Rm) 

% Change 


Health care Inflation 

1% 

6,710 

1,336 

6,046 


15% 

Health care Inflallan 

-1% 

4,955 

1,186 

6,124 


-12% 

Post-retirement morlaiily 

-1 year 

S.962 

1,313 

7,275 


4% 

Average retirement age 

-1 year 

6,270 

1,247 

7,516 


7% 

Withdrawal Rale 

•50% 

5.655 

1,247 

7,103 


2% 



Currenl-sorvlcc 







Cost 

Interest Cost 

Total 



Aesumptlon 

Change 

CR» 

(R) 

(R) 

% change 


Central Assumption 


245700 

461 900 

727 600 



Hoallh care InHellon 

1% 

294 SOO 

556 500 

551 000 


17% 

Health care Inflation 

-1% 

206 400 

420 300 

626 700 


-14% 

Past-retirement mortality 

-1 year 

254 300 

500 900 

755 200 


4% 

Average retirement ogc 

-1 year 

274 100 

516 700 

790 600 


9% 

Withdrawal Rale 

-50% 

256 500 

490 TOO 

747 200 


3% 


3,2 Long Sorvlco Bonuses 

The Long Service Bonus plans are defined benefit plans. As at year end, 61 empfoyocs were eligible for Long 
Service Bonuses. 

Tho Current-service Cost for the yoer ending 30 June 2013 Is R 72,369. The Current-senrice Cost for the 
ensuing year has been csllmalod to be R 99,909, 

Key actuarial essumpllons used: 
i) Rato of interest 
Discount rate 

General Salaiy inflallan (long-lerm) 

Not Effective Discount Rale applied to salary-related Long Service Bniuscs 

Tho discount rale used is a composite of all government bonds and Is calculated using a technique Is 
known as "bootstrapping" 

Experlonce adjustments were calculalod as follows: 

Liabilities: (Gain) I loss 
Assots: Gain / (loss) 


2013 

% 


6.66% 

6.95% 

-0,26% 


2013 

R 


2012 

% 


6,42% 

6.29% 

0,16% 


2012 

R 
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EMPLOYEE BENEFITS (CONTINUE) 


2013 2012 

R R 


Ths amounts racognlscd In ths Stalcmcnt of Financial Position are as followrs: 

Present value of fund obligations 539 B2B 7S2 566 


Not liabllityffasset) 

935 

625 

752 

565 

Roconciliallon of present value of fund obllgallon: 





Present value of fund obllgallon at the beginning of the year 

752 

S6S 

666 

760 

Total exponsos 

65 

077 

44 

960 

Currertt service cost 

72 

3B9 

97 

652 

Interest Cost ' 

49 

072 

46 

451 

Benofits Paid j 

(53 

364) 

(99 

173) 

Actuarial losses 

59 

183 

75 

846 

Present value of fund obllgallon at the end cf the year 

939 

825 

7Q2 

568 

Loss: Transferor Current Portion- Note 6 

(92 

976) 

(53 

364) 

Balance 30 June 

645 

562 

729 

204 


Sensitivity Analysis on the Unfunded Accrued Uabllity 







Liability 


Assumption 


Change 

(Rntl 

% change 

Central assumplions 



0,940 


General salary Inhallon 


1% 

0,991 

S% 

General salary Inflallan 


-1% 

0,693 

-5% 

Average retirement age 


.2yfs 

0.684 

-27% 

Average reliremcnl age 


2yr5 

1,002 

7% 

Withdrawal rales 


-60% 

1,027 

9% 



Current-service 





Cost Inlenist Cost 

Total 


Assumption 

Change 

(R) <R> 

(R| 

% change 

Central Assumption 


72 400 49 100 

121 500 


General salary Inflsllon 

1% 

75700 52 000 

127 700 

5% 

General salary Inflation 

•1% 

69 300 46 400 

116700 

•5% 

Average retirement age 

•2yrs 

60 400 36600 

96 200 

-21% 

Average rellremenl age 

2yrs 

75 700 52 200 

127 900 

5% 

Withdrawal rales 

•50% 

60 600 54 200 

135 ODD 

11% 


3,3 Retlrocnont funds 

The Municipality raquetled detailed employee and pensioner Iniormstlon as well as infonnation on the 
Munidpallly's shore of the Pension and Retirement Funds' assets from the fund administrator. Tho fund 
administrator cenfirmad that assets of tne Pension and ReliremenI Funds are net spill per partidpaling 
employer. Therefore, the Municipality (e unable to determine the value of the plan assets as deDnod In GRAP 
25. 

As part of the Munidpality's process to value the doFned benefit liabilities. Ihe MunldpoNty lequested 
pensioner data from lha fund administrator. The fund administrator doim that Ihe pensioner data to be 
confidantlal and were not willing to share the Information with dio Municipality. Without detailed pensioner data 
lha Munidpallty was unable to calculate a reliable estimaio of Ihe accrued liability hi respect of pensioners 
who qualify for a defined benefil pension. 

Therefora, allhough Ihe Caps Joint Rellrement Fund is a Muiii Employer hind defined as deHnod benefil plan. 

It will bo accounted for as defined contribution plan. All the required disdosure has been made os delhiod in 
GRAP 25.31. 

CAPE RETIReMSNT FUND 2013 2012 

R R 

The contributlan rate payable Is SH by members and 1B% by Coundl. The lost actuarial valuation peifbimed 
for the year ended 30 Juno 2012 revealed lhal the fund is in a sound financial position vnlh a funding level of 
Sg.9% (30 June 2011 • 100.31fi}. 

CAPE JOIHT PENSION FUND 

The conlribulion rate payable is SH by members and 15% or 23.06% by Coundl. The last scluand velualian 
performed for the year ended 30 June 2012 revealed that Ihe fund Is In an sound linandal position with a 
funding level of 99. <10% (30 Juno 2011 - 96.10%). Wtrilst this has increased since Ihe previous actuarial 
valuallons it Is still wlhin the Registrar's normally acceptable range of at least a 95% funding level, prodded 
that the previous statutory valuation reflected at least a 95.1% funding level 


Contributions paid recognised in the Statement of Flnondal Pctformancs 


1 079 977 


651 935 
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NON-CURRENT PROVISIONS 

Provislan for Rehabllllatlnn or Landmi-slles 
Total Non-current Provisions 

Lananil Sites 

Balance 1 July 
Contribution for the year 

Total provislan 3Q Juno 

Loss: Transfer of Current Pcrtlon Id Current Provisions 
Balance 30 June 

The eslimaled rehabllllallQn costs lor each of the existing sites aro based on the cuneni rales (or construction 

Carnarvon 


Area (m») 31 900 

Topsail (m't 31 900 

Storrnwalor Cut oft drain (m) 420 

Deep seated cut off drain, 2m deep (m) 410 

Fence (m) 010 


The municipality has an obligation to rehabilitate landrdi sites at the end of the expected usefuU life of the 
asset. Total cost and estimated date of decommisslcn of the sites are as fellows: 


Location 


Estlmalad decommission dale 


Carnarvon 

Vanwyksviel 

Vosburg 


2035 

2022 

2037 


CONSUMER DEPOSITS 
Water & Electricity 
Total ConeumerDepaells 


The fair value of consumer deposUe approximate their carrying value. Inlerest is not paid on these amounts. 


CURRENT EMPLOYEE BENEFITS 

Current Portion of Post Retirement Eenefiis • Naio 3 
Current Portion of Long-Servlec Provisions • Note 3 
Provision for Performance Bonuses 
Prevision for Annual Bonuses 
Prevision for Staff Leave 

Total Current Employers Benaiita 

The movement In eumni employee bencilts are reconciled as follows: 

Cumnt Partian of Port ReUromanl eenofita • Nett 3 

Balance at beginning of year 
Transfer from non-cuneni 
Expendllura Incurred 

Balance at end of year 


Current Ponlon of LonaSarvleo Prvvislonf - Note 3 

Balance at beginning of year 
Transfer from non-current 
Expenditure Incurred 

Balance at end of year 


2013 

2012 

R 

R 

7 337 450 

6 490 344 

7 337 450 

6 490 344 


6 490 344 

6 iai 260 

847 106 

309 064 

7 337 450 

6 490 344 

7 337 4S0 

E 490 344 

Vosbura 

Uanwvksvloi 

11 200 

2 too 

11 200 

2 too 

620 

SS 

• 

110 



rtnst nt reh.nhilitatinn 


2013 


R 


9 292 039 
2011101 

3 877 040 


15160 260 

2013 

2012 

R 

R 

264 119 

266 759 

2S4 119 

266 759 

2013 

2012 

R 

R 

131 660 

120 096 

92 976 

53 364 

126 737 

19B340 

215 213 

195 527 

953 032 

776 690 

1 519 626 

1 347 516 


120 096 

176155 

137 755 

62 655 

(125 963) 

(136 755) 

131 6GD 

120 096 


S3 364 

99 173 

90 602 

54 499 

(51 190) 

(100 306) 

92 976 

53 3E4 
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2013 2012 

R R 

CURRENT EMPLOYEE BENEFITS (CONTINUE) 


Pmulslon far Performonce Bonuses 


Balance at beginning of year 

198 3-tO 

160 018 

Contribution to cuneni protion 

90 279 

208 050 

Expenditure Incurred 

(161 882) 

(170 52B) 

Balance at end of year 

1ZQ 737 

195 340 

Performance bonuses are being paid la Municipal Manager and Managers afleranevaiuaUan of performance 
by the council. There is no possibility of relmbursemenl. 



Pmulnlnn tnr.'iintti nnvn 



Balance at beginning of year 

776 090 

715 0B2 

Contribullon lo current parllsn 

378 B02 

251 sea 

Expenditure Incurred 

(202 660) 

(189 779) 

BalancQ at end of year 

953 D32 

770 aso 

Staff leave accrued lo employaes according to collective agreetnenL Providonis madeforthe full cost of 
accrued leave at reporting dale. This provision will be reotised os omployoes lako leave. 



Pmv/*/rin fnr Hnfiiivnv 



Balance at beginning of year 

198 827 

179 265 

Coniribullon lo current pcrilar) 

16 385 

19 563 

Balance at end of year 

Z1S 213 

19D 827 

Annual bonuses are being paid lo Municipal personnel after one hill year's service. There Is rw possibDilyof 
mimburscmenl. 

2013 

2912 

PAYABLES FROM EXCHANGE TRANSACTIONS 

R 

R 

Trade Payables 

668 SIS 

70S 466 

Payments received In advance 

185 495 

169 655 

Other Payables 

2 145 

2 061 

Total Trade Payables 

BS4 155 

677 202 

Payables are being paid wIlNn 30 days as prescribed by the MFMA. This credit period granted is considered 
lo be consistent with the terms used in the public sector, through established practices and legislation. 

Oiseaunling of trade and other payables on Initial recognition is not deemed necessary. Payables are being 
recognised not of any discounts. 

2013 

2012 

UNSPENT CONDITIONAL GOVERNMENT GRANTS ANO RECEIPTS 

R 

R 

Unspent Grants 

1972 611 

2 OSB 028 

National and Provincial Govemmenl Grants 

1972611 II 

2 068 028 1 

Total Conditional Granta and Rseolpts 

1 972 611 

2 066 026 

Tha Unspent Grams are C8sh*baekcd by term deposits. The munldpaBly complied with Iho conditions 
attached lo all granls reoalved to the eiient of revenue recognised. No grants were wrihheM. 

2013 

2012 

TAXES 

R 

R 

VAT Payable 

. 

. 

Less: Coniribullon lo provision for Impalrmeni of trade mceNables from exchange iiansacUons 

- 

. 


- 

- 


VAT is payable on the receipts basis. Only once paymenl Is received Item dcblors Is VAT paid over lo SPHS. 
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2010 2012 

R R 

PROPERTY. PLANT AND EQUIPMENT (CONTINUED) 

Assets pledged as security: 


No assets are pledged as security. 

Third party payments received for losses incurred: 


Surplus/Defidt 

- 

- 

Impairment of property plant and equipment 



Impairment charges ort Property, plant and equipment recognised in statement ol finandalpeffoanance 



Land and Bulldlrtgs 

- 

- 

Infrastruciurc 

• 

• 

Other 

• 

- 


- 

- 

Effect of changes In accounting estimates 



The effect o( a change In accounling estimate will have on the current period and subsequent peewds: 



2013 

2014 

2015 

R 

R 

R 

Effect on Properly, plant and equipment (SO 404) 

(337 563) 

(281 BS9) 

INVESTMENT PROPERTY 



Net Carrying amount at 1 July 

10 214 902 

10 227 346 

Cost 

10 278 700 

10 276 700 

Accumulated Oopredallan 

(81 716) 

(49 354) 

Depreciation for the year 

(12 330) 

(12 384) 

Transfers from Property, Plant and equipment 

24 400 

• 

Nat Carrying amount at 30 Juno 

10 227 052 

10 214 9B2 

Cost 

10 301 100 

10276700 

Accumulated Dopreclatlon 

(74 048) 

(61 718) 

Fair value of these Investment property is R1Q 301 lOOandeipendilure ofRSOIGwasMontincdcn these 
Investment properties. 



Revenue dertvod from the rental of Investment property 

448 S36 

546185 

Operating expenditure incurred on properties gonsratlng revenue 

5 018 

13 344 

Operating expendilure incurred on properties not generating revenue 


. 

Thera are no reslriellons on the reallsaoility of Investment Property or the remillaneeol revenue and proceeds 
of disposal. 



There are no contractual obligailons to purchase, construct or develop Investment property or lor repairs and 
malnienance or enhaneamsnls. 



Esllmaled Fair Value of Investment Properly at SQJune 

10 301 100 

10 276 700 


Fair value was daiormined fiy valuallan roll. 
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2013 2012 

12 INTANGIBLE ASSETS 

Computer Softwaro 


Not Carrying amount at IJuly S2 452 1S5 349 


Cost 

1S7 355 

200 79B 

Accumulated Amorlisallon 

(104 903} 

(45 449) 

Acquisitions 

. 

5 039 

Disposals 

• 

(733) 

Amorlisallon 

(65 113) 

(67 203) 

Nat Carrying amount at 30 Juno 

27 339 

92 452 

Cost 1 

197 355 

197 355 

Accumulatod Amortisation 

(170 016) 

(104 903) 


The Icllowing maicrial inlangibic sssols are included in !he carrying value above 


13 


Remalntna AmorUsalion 


DBecrinllon Period 


VIP Salary System 1 

Capman Personcl System 1 

MSOlHce 1-4 


No Intangible asset were assessed having an Indefinite useful He. 

There are no inlanglbte assets whose title Is restricted. 

There are no Intangible assets pledged as security for liabilities 

There are no coniractual commilments for ihe acquisition of Inlanglblo assets. 


HERITAGE ASSETS 


Carrying Value 
2013 2012 

R R 


SBS 
23 014 
3 741 


5 666 
B1 347 
5 430 


2013 2012 

R R 


Not Carrying amount at 1 July 

19 176 

19176 

Balance previously disclosed 



Change In Aeeauntlng Policy • Note 33,01 

♦ 

1$ 176 

Net Carrying amount at 30 Juno 

19 176 

19 178 

Cast 

19 176 

19176 


14 


15 


There are no resirietlans on Ihe rcallsabiilly el Heritage Assets or the remilianee ol revenue and proceeds of 
dlBpoaal. 

There are no eontraeiual obligations to purchase, construei or develop Heritage Assets or lor repairs, 
maintenance or enhaneemenls, 


There are no Heritage Aseeta pledged as security fordabltllies 


Third party payments roealvod for lassos and Impairmonts Incuned: 


Payments reealvod (Excluding VAT) 



Carrying value of assets witllen ofT/lost/lmpalred 

• 

- 

Surplus/Ooflell 

- 

- 

CAPITAUSED RESTORATION COST 

Net Carrying amount at 1 July 

1 446 954 

1 617 423 

Cost I 

3155S14 

3155 514 

Accumulatod Depredation ! 

(1 6ia 659} 

(1 496 693) 

Accumulated Impairments | 

(67 909} 

(39 399) 

Depredailon forlhe year 

(65 592} 

(119 967) 

Impairment 

173 175 

(46 502) 

Not Carrying amount at 30 June 

1 556 S4S 

1 440 954 

Cost 

3 155 514 

3 155 514 

Accumulated Depredailon 

(1 6B4 242) 

(1616 659) 

Revaluation 

65 274 

• 

Accumulated Impairments 

- 

(67 900) 

LONG TERM RECEIVABLES 



Oflidals’ Housing Loans - At amortised cost 

77 921 

66 967 

Less: Unamorllsed Discount on Loans 

07117) 

(20 916) 

Balance 1 July 

(20 91B) 

(24 997) 

Adjustment for the period 

3 601 

4 079 


60 604 

66 048 

Less: Current portion Imnsforred to current receivables 

(9 413) 

(9 045} 

Oindals Housing Loans - At amortised cost j 

(9 413) 

(9 045) 1 


51 391 

57 003 

Less: Provision for Impalmienl of Long Term Receivables 

- 

- 

Total Long Term Racolvablos 

51 391 

57 003 


STAFF HOUSING LOANS 

Staff was entitled to housing loans which attract Interest Bt49( per annum and which are repayable ovora 
maximum period of 20 years. When a employee resigns, the oulstonding atnounl must be setUed. These 
loans are secured since tho Council is tho bond holder. 
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2013 

2012 

RECEIVABLES FROM EXCHANGE TRANSACTIONS 

R 

R 

Service Receivables 

Water 

440 B36 

206 326 

Electricity 

SS9 074 

825 517 

Relusc 

220 462 

621 955 

Sewerage 

169 694 

270 511 

Payments received in advance 

1SS49S 

169 655 

Tetal Service Receivables 

1 60S 762 

2 093 906 

Less; Provision far Impairment 

(534 SOS) 

(1 145 651) 

Net Service Receivables 

1 001 257 

940 114 

Other Receivables 

Sundry Receivables 

615 580 

867 261 

Rentals 

243 156 

246 365 

VAT 

339 393 

522 942 

Payments received In advance 

919 

655 

Total Other ReccivablcB 

1 399 048 

1 639 423 

Less; Provision far Impairment 

(175 932) 

(246 365) 

Less; Contribulion lo ptovlslen for VAT Impairment of trade reccivabiBs from exchange iransacdons 

(212 197) 

(356 529) 

Net Other Receivables 

1 010 919 

1 034 529 

Total Not Receivables from Exchange Transactions 

Ageing of Receivables from Exchange Transactions 

2 092 175 

1 902 644 

f£/ecrrfe/(vl: Aaelna 

Current (Q - 30 days] 

423 453 

770 179 

31 - 60 Days 

37 342 

12 681 

61 • 90 Days 

17 997 

12 454 

* 90 Days 

110 263 

30 003 

Total 

509 074 

B2S S17 

/Wntnri- Annlnn 

Current (0 • 30 days) 

330 383 

162 548 

31 • 60 Days 

17 207 

13 942 

61 • 90 Days 

31 326 

21 

+ 90 Days 

61 920 

9617 

Total 

440 636 

206 328 

IRefuse}: Aaelnit 

Current (0 • 30 days) 

91 755 

160 496 

31-60 Days 

7531 

228 277 

61 • 90 Days 

45 398 

161 371 

* 60 Days 

75 776 

21 an 

Total 

220 462 

621 655 

fSeweraael: Aaainn 

Current (0-30 days) 

50 171 

139 876 

31-60 Days 

27 620 

87 097 

61 - 90 Days 

20 599 

16184 

* 90 Days 

71 303 

24 3SS 

Total 

169 894 

270 511 

fSundrvRacntvflhfnal- Aonfftn 

Current {0-30 days] 

ais 5B0 

067 261 

31 • GO Days 


. 

61 - 90 Days 

. 


+ 90 Days 

- 

- 

Total 

015 560 

667 261 

(VATJt.Anolna 

Current (0-30 days) 

127 196 

160 413 

31 - 60 Days 

. 

. 

61 • 90 Days 

. 


+ 90 Days 

212 197 

356 529 

Total 

339 393 

522 942 

(Rontalsl: Aaelnn 

Cument (0 - 30 days) 

66 143 


31 - 60 Days 

175 332 

. 

61 - 90 Days 

. 

. 

+ 00 Days 

- 

245 355 

Total 

244 075 

246 365 
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2013 2012 

R R 

RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 


Servlco RacBlvablos 


Rales 



1 764 874 

1 621 705 

Other Receivables 



2B0 

1 350 

Accrued Fines 



2B0 II 

1 350 1 

Total Service Receivables 



176S1S4 

1 G23 135 

Loss: Provisicn for Impairment 



{1 764 874) 

(1 621 785) 

Net Service Receivables 



200 

1 350 

Total Net Receivables from Nan-Exchange Transactions 



200 

1 350 

Ageing of Receivables from Non-Exchange Transactions 





(Raloai: Aaalna 





Current (0-30 days) 



. 

. 

31 -60 Days 



13 676 

- 

61 - BO Days 



12 263 

- 

* 90 Days 



1 736 738 

1 621 785 

Total 



1 764 674 

1 621 705 

fOthor Rornlvnhlea); Aaalna 





Current (0 - 30 days) 



280 

1 360 

31 • 60 Days 



- 

- 

El - 90 Days 



. 


-f 90 Days 



- 

- 

Total 



260 

1 350 

Siimmnrv of Receivables bv Cuslomor Classirieatian 

Rosldonllal, 

Other Debtors 

Nalional and 

Total 


Industrial & 


Provincial 



Commercial 


Qovcminent 



R's 

R's 

R's 

R’s 

2013 





Total Receivables 

4 364 762 

22 930 

160073 

4 557 766 

Less: Provision for Impelrnisni 

(2 46S311) 

• 

• 

(2 465 311) 

Loss: Provision for Impairment (VAT) 

(212 197) 

• 

• 

(212 197) 

Total Recoverable debtors by customer classification 

1 707 254 

22 930 

150 073 

1 DDO 250 


Summary of Receivables bv Customer Classification 

ResIdenUai, 

Other Debtors 

Nalional and 

Tolol 


Industrial ft 


Provincial 



Commercial 


Government 



R's 

R’s 

R’s 

R’s 

2012 





Total Rseelvables 

5 202405 

29365 

124 753 

6 356 524 

Less; Provision for Impairment 

P 016 001} 

. 

. 

(3 016 001) 

Less: Provision far Impalrmenr (VAT) 

(356529) 

• 

• 

(356 529} 

Total Recoverablo debtors by customer elassincatlon 

1 629 675 

29 365 

124 753 

1 903 0D4 

Receivables imoalred 





2013 


Exchange 

Non-Exchange 

Total 



TiensacUons 

Trensactlons 




Rs 

R's 

R's 

Total 


700 437 

1 764 074 

2 465 311 

2012 


Exchange 

Non-Exchange 

Total 



Transaelions 

Transactions 




R's 

R's 

R's 

Tola! 


1 394 218 

1 621 705 

3 016 Q01 

Debts are required to be seltled after 30 days, Interest Is charged on tales after this dole at prime +1%. 



The fair value receivables approximates their carrying nmounis. 





RDConclllallnn nf tho Tntnl doubtful cinhl nmvininn 



2013 

2012 




R 

R 

Balance at beginning of the year 



3 372 530 

7 513 142 

Contribulions to provision 



491 255 

- 

VAT contribution to Impairment prevision 



(144 332) 

(163 700) 

Impairment whiten off against prevision 



(1 041 945) 

(3 956 912) 

Balanco at end of year 



2 677 SOD 

3 372 530 
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OPERATING LEASE ARRANGEMENTS 
The Municipality as Lessor 


Balance on 1 July 13 797 10 534 

Operaling Lease Asset for Ihe current year BD33 3 163 


Balance previously reported 3 583 

Operating Lease Asset previously year not recagnised correctly -Note 34,01 and Note 34,04 (419) 


Balanco on 30 Juno 22 03D 13 797 


The municipality Is leasing a piece of land to MTN for a period of 119 months wilh escalu'ons of 1099 per 
year. 

The municipality is leasing a piece of land to Vodacom for a period of 119 months with ascalaliocis of CPI with 
a maximum of 15% per year. 


2013 2012 

R R 

At the Statement of Financial Pcsllion dale, where the murtidpality acts as a lessor under operating leases. II 
will receive operating lease Income as follcws; 


Up lo 1 Year 

419 070 

260 246 

2 IQ S Years 

664 101 

651 156 

Mote lhan 5 Years 

123 625 

159 915 

Total Oporaling Lease Arrangements 

1 206 996 

1 091 350 


This lease Inccme was delcrmlned from a contract that have a specific condHional tneeme and does not 
include lease Inccme which has a undetermined condHional income. 

The lease Is In respect at land being leased by MTN until 2017. 

The lease Is In respect of land being leased by Vodacem uniH 2022. 

The municipality does not engage in any sub-loaso arrangements. 

The municipality did not receive any contingent rent during (ha year 


2013 2012 

R R 

CASH AND CASH EQUIVALENTS 
Assets 

Call Investments Dapesits 22 920 310 21 376 614 

Primary Bank AeeaunI (Cash book] 263 182 225 652 

Total Cash and Cash Equivalents -Assola 23 203 491 21 602 265 


Cash and cash equlvalants comprise cash held end shortterm deposits. The carrying amount of these assets 
approximates Ihslr (air value. 

Colt Investmonis Deposits to an amount of R1 972 61i are held to fund the Unspent Conditional Grants (2012: 
R2 066 026). 

Kareebarg Municipality do not have a bank overdrell facility. 


The municipality has the following bank aeoounis; 

Current Accounts 

Carnarvon ABSA* Account Number 40 50 475 166 (Primary Bank Account): 


Carnarvon ABSA - Account Number 40 SO 475 10D (Primary Bank Account}: 
Cash book balance a1 beginning of year 
Cash book balance al end of year 


2013 

2012 

R 

R 


2631 B2 

225 652 

283 102 

225 652 

225 652 

13 151 

2B3 1B2 

225 652 


Bank statement balance al beginning of year 
Bank slalcmenl balance al end of year 


613 214 
3 036 252 


1 027 539 
613 214 
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Call Invastmont DeposHa 

Call Investment deposits consist out of the following accounts: 


2013 

2013 

2012 

R 

R 

R 

Bank Cerldicalcs 



(euL acenuisi 




Account no. 

Place of invcstmonl 

Name of fund 




20-5772-3B31 

ABSA 

Capilal Replacement Reserve 

11347 012 

11347 612 

11 347 812 

S2-0446-2639 

ABSA 

Housing Fund 

35 702 

35 726 

120 895 

90-7057-3646 

ABSA 

Job creation -De Bull 

35 795 

35 838 

35 035 

90-7SS3-S667 

ABSA 

Land development 

15 478 

15 497 

15 225 

90-7553-5714 

ABSA 

Land development 

14 133 

14 ISO 

13 907 

90-7091-9SS1 

ABSA 

Land dovelopmenl 

27 254 

27 254 

27 227 

06-870-543-9 

STANDARD BANK 

Civil Defence 

17 075 

17 691 

17 44B 

91-1548-4469 

ABSA 

CMIP KwaggakotkO/AT) 

110 410 

110 426 

140 289 

06-870-5536 

STANDARD BANK 

Sanitation InlereaVI/AT 

1406 237 

1 406 237 

1 477 022 

91-1906-0601 

ABSA 

Eledridly 

32 703 

32 765 

32 752 

91-6152-7996 

ABSA 

lA/aler Services Plan 

3 065 

3 065 

3 064 

91-4181-7074 

ABSA 

CMIP-SaalpoDit project 301 

3 364 

3 354 

3 363 

91-1908-0693 

ABSA 

EPWP • P^ng/ cieardng 

22 162 

22 163 

22 141 

91-0714-4855 

ABSA 

Lotto Carnarvon 

1 703 

1 703 

1 702 

91-1003-7312 

ABSA 

Lotto Vosburg 

30 016 

30 016 

29 988 

91-3252-1969 

ABSA 

Transfer Fees Sub-Economic Housing 

123 297 

123 603 

120 184 

91-3945-6365 

ABSA 

VB Cleaning Project 

23 962 

23 964 

23 940 

91-5297-7293 

ABSA 

VAT - relonllon 

11 120 

11 120 

11 109 

g2-1221>BQ64 

ABSA 

Youth Development 

93 632 

93 622 

93 532 

92-1221-6064 

92-1221-6064 

ABSA 

ABSA 

Leave Fund 

2 234 010 

2 234 610 

1 956 626 

20-6673-9716 

STANDARD BANK 

Rolension 

563 246 

563 246 

299 232 

92-1221-6064 

ABSA 

Provision (or Emphtyoe benefils 

4 000 000 

4 000 000 

3 000 000 

92-1221-6064 

ABSA 

Reserves 

352 116 

3S2 116 

352 116 

92-1221-6064 

08-871-0777 

ABSA 

STANDARD BANK 

General Account 

2413 969 

2413 989 

2 231 906 


22 919 970 

22 920 310 

21 37G G14 


2013 

2012 


R 

R 


PROPERTY HATES 



Actual 



Rateable Land and Buildings 

6 256 657 

6 041 666 

Residential, Commercial Property I 

5 512 390 

5 361 961 

State • Nallonal/ Provincial Services I 

744 467 

679 687 

Lobs; Roduetlone 

(457 966) 

(416 333) 

Lose! Rebates 

(1 480 435) 

(1 746 960) 

Total Aseossment Ratos 

4 31B 45C 

3 876 347 

Vafuntfona - 30 Juno 2013: 



Rateable Land and Buildings 

1 S43 556 950 

1 543 556 950 

Residential & Cammerdat Properly 

1512 229 550 

1 512 229 550 

Stale • Notional / Previnclal Services | 

31 327 400 

31 327 400 

Total Asaessment Rates 

1 643 656 550 

1 643 560 950 



Valuation 

Rosldentlal 


177 636 900 

Slate 


20 602 aoo 

Stale: Agricullure 


10 524 600 

Agriculluro 


1 265 476 750 

Municipal 


21 017 400 

Municipal: Agriculture 


13 153 700 

Schictfonlein 


165 000 

Churches 


10 287 600 

Infraslruclure 


617 200 

Public Bcncnt Organisations 


2 617 200 

Commonage 


160 GOO 

Commonage {rentals} 


9 747 800 

Commonage (Boschmansberg) 


7 752 000 

Agricullure (Oubble levy Carnarvon) 


2 750 000 

Sport dubs 


644 000 

Total Property Valuations 


1 543 ssegso 


Assessmcnl Rates are levied an the values of Immovabto properties. No supplementary roll was perfemted 
during 2012/13. The tariffs applicable arc proclaimed by PK 33 daled 4 June 2012. 


Rates are levied annually and arc payable after due dales, fnictesib levied on monthly and annualy 
outstanding amounts at prime rale plus 1% after due dotes. 
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21 


21,01 


21,02 


21,03 


GOVERNMENT GRANTS AND SUBSIDIES 
Unconditional Grants 

Equitable Share • Refer to Note 21 ,01 
Conditional Grants 

Job Croatian 
Water Assistance 
TV Fund 

CMIP Kwaogakolk (VAT) 

Municipal Systems Improvement Grant 
Sanitation • sewerage 
Library Development Projects 
Municipal Finance Management Grant 
Municipal Infrastructure Grant 
Housing SI homes 
Karcebeig Festival 

Department of Economic Affairs - Fly-In 
Geotechnical Investigation 
Premier's Funds - Job Creation 
Expanded Public Works Program 

Total Govomment Grants and Subsidies 

Government Grants and Subsidies - Capital 
Government Grants and Subsidies - Operating 


The munldpality docs not expect any significant changes to the level of giants. 

Revenue recognised per vole as required by Sccllon 123 (c) of the MFMA 

Equitable share 

Executive & Council 
Budget & Treasury 
Waste Water Management 
Water 
Eloclricily 


Equitable share 

(n terms of the Conslilullan, this grant Is used to subsidise the provision of basic seiviecs to Indigent 
hauseholds. Alt registered Indlgenis receive 1 0kf free water and SOkwheleeliicity per month, which is funded 
from this grant. 


All regialered Indigenta receive a monthly subsidy as per approved budget, funded from tWs grant. Indigeni 
aubsfdles Is based on the east of basic services for the geographical area eoneemed and range from R239 
per month to R<t22 per month. (2012^ R229 per month to R909 per month) 

Grants received 
Conditions mat 

Conditions still to bo met 

The Equitable Share is the uneonditlanal share of the revenue raised nolionaBy and is being oBocaled in letms 
of Section 214 of the Conatilution (Act 106 of 1996) to (he munldpality by the National Treasury. 


Municipal Infrastructure Grant (MiG) 

Grams received 
Ccndlllens met 
Ccndillons mel'CaBilal 
Ccndlllans still to be met 

The grant was used to upgrade Infrastructure in tho Kareeberg areas. 

Local Gevemmont Rnanclal Management Grant (FMG) 

Grants received 
Condiilcns met 
Condillcns met - Caoilal 

Ccndillons sllll to be mol 

The Financial Management Grant Is paid by Nallonal Treasury Id munreipafities to help Implotnenl the financial 
reforms required by the Munidpal Rnance Management Act (MI^IA). 2003. The FMG Grant also pays for the 
cost of the FInandal Management Internship Programme (c.g. salary costs of the Financial Management 
Interns). 


2013 

2012 

R 

R 

11 S41 OOQ 

10 466 000 

11 941 000 

10 466 000 

20 0S7 930 

16 272 066 

. 

11 946 

692 356 

639 679 

- 

ID 146 

30 000 

- 

765 422 

1 116 915 

70 705 

1 453 779 

665 000 

501 000 

1 3SI 655 

1 353 221 

8 457 968 

0 931 076 

1 343 122 

2 361 969 

100 000 

59 440 

160 000 

100 000 

- 

6 371 

- 

325 000 

6 421 620 

3 362 125 

31 993 930 

23 738 063 

14 437 056 

10 068 203 

17 S61 874 

16 650 665 

31 9SB 930 

23 733 360 

11 941 000 

10 466 000 

16 167 633 

15 736 202 

2 691 369 

1 557 956 

326 236 

326 236 

326 236 

326 236 

326 236 

326 236 

31 993 930 

20 730 060 

11 941 000 

10 466 GOO 

(11 941 OOD) 

(10 466 000) 

- 

. 

9 574 000 

7 B92 000 

(t 116 032) 

(950 924) 

(B 457 966) 

(6 931 076) 

• 

- 

1 500 OOQ 

1 450 DOO 

(1 500 000) 

(1 420 709) 

- 

(29 211) 

- 

- 
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2013 2012 

GOVERNMENT GRANTS AND SUBSIDIES (CONTINUE) 

21,04 Municipal Systoms Improvomcnt Grant 

Grants received SOO DDO 1 200 000 

Condilions met (500 000) (1 193 672) 

Condilions met- Caoilal - (6 326) 


Conditions still to bo met 


The MSIG was used for building in-hause capacity to perform munic^tal functions and slabitise insUlutional 
and governance systems. 

21, OS Library Development Projects 

Grants received 665 000 SD1 000 

Condilions mol (402 469) (329 272) 

Condilions met •Caoilal (262531) (161 726) 

Conditions still to be mot 


The grant was used for iho development of libraries in the Karcebetg area. 


GOVERNMENT GRANTS AND SUBSIDIES (CONTINUE) 


2013 2012 

R R 


21.06 Youth Dovolopmont 

Opening balance 
Grants recoivod 
Condilions sllll to be mol 

Tho grant will be used for youth developmoni related Issues in the Kareebcrg area. 

21.07 Kareoborg Festival 

Opening balenco 
Interest received 
Grants received 
Conditions met 

Condlllans still to be met 

The gmni was used far the Ksreflberg Festival. 

21.08 Housing 61 homos 

Granls received 
Conditions mat 

Conditions still to be mat 

The grant wee used for a housing project In the Karecbcrg area. 

21,00 Dopartmont of Eaonomle Affairs •Fly>(n 

Grants received 
Conditions mot 

Conditions still tobemcl 

Tito grant was used for a fly snew In llte Kareeberg area. 

31.10 Promlor'e Funds 'Job Creadon 

Granis received 
Conditions mol 
Csndltions still to be met 

The grant was used for Jab creatian In the Kareeberg area. 

21.11 Water Assistance 

Grants received 
Conditions met 
Condilione met • Capital 
Conditions still lo be met 

The grant was used for water supply in Ihc Kareeberg orea. (Vonwyksvlell 

GOVERNMENT GRANTS AND SUBSIDIES (CONTINUE) 

21.12 Expanded Public Words Program 

Grants received 
Conditions met 
Conditions met - Caoilal 

Conditions still to be met 

Tho grant was used for infrastructure development In the Kareeberg area. 

21.13 Expanded Public Words Program (Rim) 

Granis received 
Conditions met 
Conditions met - Caoltat 

Conditions still lo be met 

Tho grant was used for Inlrastruclure development In the Kareeberg area. 


93 632 


93 632 


93 632 
93 632 


R 


R 


100 000 
(100 000 ) 


59 413 
27 


(59 440) 


1 343 122 2 381 959 

(1343122) (2 351 966) 


160 000 100 000 

(160 000) (100 000) 


32S 000 
(325 000) 


692 356 639 679 

(380 720) (639 679) 

(311 636) 


2013 2012 

R R 


6 095 472 
(1 226 516) 
(4 865 555) 


1 000 ODD 
(462 036) 
(537 964) 


3 755 965 
(1 065 680) 
(2 670 2SS) 
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2013 2012 

GOVERNMENT GRANTS AND SUBSIDIES (CONTINUE) 

2013 2012 

GOVERNMENT GRANTS AND SUBSIDIES (CONTINUE) 

21.14 Jab Creation Do Bull 

Opening balance 35 035 34 100 

Inloresl received 804 935 

Condillons slill lo be mel 35 B3B 35 035 

The grant will bo used (or |ob erealion in the Karecberg area. (Carnarvon) 

21. 15 Land Dsvolopment 

Opening balance SB 359 55 697 

Interest received 541 682 

Conditions still lo be mol 56 goo 56 359 

The grant will be used far a land development plan In the Kareebcrg area. 

21,10 Civil Dofonce 

Opening balance 17 44S IS 972 

Inlerest received 444 475 

Condillons slill to be mel 17 891 17 44a 

The grant will be used for civil defence In the Karceberg area. 

21.17 Job Creation 

Opening balance . 11663 

Interest received . 285 

Conditions met . (11 948) 

Conditions still to be mel 

The grant was used for fob creation in the Kareeberg area. 

R R 

21.18 Geotechnleal InvosilgoUon 

Opening balance . 6 is6 

Interest received . ^66 

Condillons met . (6 371) 

Conditions still to be mot 

The grant was used for s geotechnleal investlasllan In the Kareebeig area. (Vanwyksviei) 

21.19 TV Fund 

Opening balance . 10 136 

Interest received . 8 

Condillans mat • (10 146) 

Condillons still to be met 

The grant was used for a TV Transmitter in the Kareeberg orea. (Vanwyksviel) 

21.20 CMIP Kwaggakolk (VAT) 

Opening balsnee 1402B9 140148 

Inlerest received 136 141 

Conditions met (30 000) 

Conditions still to be met 110 426 140 289 

The grant will bo used for a water pralccl in tha Kareeberg area. (Vanwyksvlel) 

21.21 Sanitation - sewerage 

Opening balance 1 477 022 2 930 001 

Conditions mot (70 785) (1 164 203) 

Conditions met -Capital - (289 576) 

Conditions still lo be mel 1 406 237 1 477 022 

The grant was used for a sanitation development in Iho Karaobetg aroo. 

2013 2012 

R R 

GOVERNMENT GRANTS AND SUBSIDIES (CONTINUE) 

21.22 Electricity 

Opening balance 32 752 32 719 

Inlerest received 33 33 

Condiliorrs still to be met 32 785 32 752 

The grant will be used for electricity Infrastructure development in the Kareeberg area. (Schtetrontein) 

21.23 Water Sorvlco Plan 

Opening balance 3 054 3 062 

Inlerest received 2 2 

Condillons still lo bo met 3 065 3 DS4 

The grant wilt be used for a water service plan In the Kareeberg area. 
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GOVERNMENT GRANTS AND SUBSIDIES (CONTINUE) 


GOVERNMENT GRANTS AND SUBSIDIES (CONTINUE) 

21.24 CMIP-Saaipoort project 301 

Opening balance 
Interest received 

Conditions still to be met 

The grant will be used for a bore hole water project In the Karecberg area (Carnarvon) 

21.25 Paving Projects 

Opening balance 
Interest received 

Conditions still to bo mot 

The grant will be used for a oxlondcd public works program in the Kareeberg araa. 

21. 25 Lotto Carnarvon 

Opening balance 
Interest received 

Condillons still to be met 

The grant will be used for Lotto projeois in the Kareeberg area. (Eractlon of sport facilities) 

21,27 Lotto VoBburg 

Opening balance 
Interest received 

Condillons still to be met 

The grant will be used for LoUo projects In the Kareeberg area. (Erection of sport ladtilies) 

GOVERNMENT GRANTS AND SUBSIDIES (CONTINUE) 

21, 2B Transfer Fees Sub-Economle 

Opening balanca 
InleresI received 

Condillons still to bs met 

The grant will be used for transfer fees of aub*ocanomIe houses in Iho Kareeberg area. 

21|29 Cleaning ProjoBtVosburg 

Opening balance 
Interest received 

Condltiena still te ba mel 

The grant will bo used for a cleaning project In the Kareeberg aree. 

21,3a VAT-Roienilon 

Opening balance 
Interest received 

Conditions still la bs mat 

The grenl will be used for VAT money In ifle Kareeberg area. 

21,31 Total Grants 

Opening balance 
Interest received 
Grants received 
Condillons met 
Condillons met - Capital 

Conditions still to bo mot 


SERVICE CHARGES 
Elactrfclly 
Sorvico Charges 

Water 

Service Charges 

Refuso removal 
Service Charges 

Sowerago and Sanitation Charges 
Sorvico Charges 

Total Service Charges 


2013 

2012 

R 

R 


2013 

2012 

R 

R 


3 363 

3 361 

2 

2 

3 364 

3 363 


22 141 

22 119 

22 

22 

22163 

22 141 


1 702 

1 701 

1 

1 

1 703 

1 702 


29 966 

29 958 

30 

30 

30018 

29 968 


2013 

2012 

R 

R 


120164 

116 304 

3319 

3 700 

123 503 

120184 


23 940 

23 Bie 

24 

24 

23 064 

23 940 


11 100 

11 096 

11 

11 

11 120 

11 109 


2 068 028 

5369 

33 B70 9S2 
(19 534 681) 

(14 437 056) 

3 509 447 

6 632 

26 605 445 
(20 165 293) 
(10 0B8 2D3) 

1 072 611 

2 068 026 

2013 

2012 

R 

R 

6 662 384 

6 631 019 

I 6 662 364 || 

6 631 019 I 

3 624 406 

3 385 634 


3 624 406 |[ 3 385 634 ] 


2 930 619 

2 760 236 

I 2930610 II 

2 780 236 1 

2 234 490 

2 056 SOI 

I 2 234 499 || 

2 056 501 1 


1SG71 SOB 

14 856 392 
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23 OTHER REVENUE 


2013 2012 

R R 


24 


ZS 


Application Specific Registralions 

Sals of Sand 

Building Fees 

Photocopies 

Gravo Fees 

SearchinQ Fees 

Administration costs 

Encroachment 

Cement block Sales 

Pond Fees 

RefusQ Bags Sold 

Connection Foes 

Surplus Cash 

Gain due to additions on Biological assets 
Valuation Certificates 
Grant VAT Income 
Reversal oflmpalrment 
Electricity caravan park 

Total Other Income 


FAIR VALUE ADJUSTMENTS 

Unamortised Discount - Interest • LT Receivables 


EMPLOYEE RELATED COSTS 

Other Allowances 
Salaries & Wages 
Uniform Allowance 
Leave Reserve Fund 
Personnel CcnlribuIIons 
Skill Development Levy 
Bargaining Council 
Pension Gratification 
UIF 

Performance Bonuses 

Contribution to Employoe Benefits • Long Service Awards • Note 3 
Contribution to Employee Benefits • Post Retirement Medical • Note 3 

Lais! Emplayee Costs allocated elsewhere 
Total Employee Rolated Costs 

KEY MANAGEMENT PERSONNEL 

Municipal Manger is appointed on a 4 1/2'year flied ooniraci. There are no posl-employmeni or letmlnatlon 
banellta payable to him at the end of tho contract period 

REMUNERATION OP KEY MANAGEMENT PERSONNEL 

Remunentlon of tho Muntelpil Manager Mr LG. BInglle (Acting alnee 1 Juno 2012 till 30 November 
2012) 

Balary, Leave and Performance Bonus . 

Travel Allowance 
UIF 

Cell phone (VAT Included) 

Total 


RemuneratJon of the Municipal Manager. MriV. de Bruin (Since 1 Doeambor 2012) 
Salary, Leave and Performance Bonus 
Bargaining Council 
UIF 

Total 


Romunoraf/on of tho Chief Finance Officer Mr. P.B. Rossouw 

Salary and Bonus, Performance Bonus 

Travel Allowance 

Pension 

Medical 

UIF 

Bargaining Council 
Cell phono (VAT Included) 

Total 

Romunoratfon of Chief Operations Managar Mr. A.P.F. van Schalkvryk 

Salary and Bonus, Performance Bonus 

Travel Allowance 

Pension 

Medical 

UIF 

Bargaining Council 
Cell phone (VAT Included) 

Total 

Remuneration of Road: Corporafe Services: Mr. N.J. vanZyl 

Salary and Bonus, Performance Bonus 

Travel Allowance 

Pension 

Modical 

UIF 

Bargaining Council 
Call phone (VAT Included) 

Total 


1 6B5 

2 145 

20S 

160 

36D 

570 

4 9SO 

2 430 

5 515 

7 465 

2 035 

. 

256 061 

- 

917 

917 

1 200 

2 260 

4 015 

3510 

1 136 

1 176 

200 

310 

. 

6 

45 150 

26 450 

625 

1 440 

1 972 B07 

1 514 62S 

S7 900 

. 

1 086 

BBQ 

2 3BS 020 

1 564 367 


3B01 

4 079 

3 B01 

4 079 


900 

900 

9 712 4B3 

B570 226 

26 296 

26 1B6 

376 BD2 

251 566 

1 728 934 

1 470 766 

128 136 

115 941 

5 901 

4 016 

444 

444 

70 998 

6B513 

90 279 

206 050 

72 369 

67 662 

245 693 

216 664 

12 463 236 

11 033 696 

12 463 236 

11 033 699 


347 913 

637 657 

40 000 

96 000 

821 

1 497 

10 000 

24 000 

390 734 

1 059 1SS 


437 500 

. 

42 

. 

1 041 

• 

438 S03 

. 


577 769 

451 213 

126 316 

120 1B0 

104 542 

67 722 

36 700 

35 431 

1 712 

1 497 

71 

49 

IB 000 

16 000 

069 111 

694 993 


595 678 

545 111 

128316 

120 160 

109 620 

S2 692 

41 320 

39 367 

1 712 

1 497 

71 

49 

24 000 

24 000 

900 717 

013 097 


563 292 

467 730 

126 316 

120 1B0 

B1 603 

61 690 

34 175 

35 431 

1 712 

1 497 

71 

49 

13 000 

16 000 

027 IBS 

704 570 
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REMUNERATION OF COUNCILLORS 


2013 

R 

2012 

R 

Mayor 


604 460 

572 948 

Councillors 


1 088 029 

1 031 304 

Councillors' Cell phones 


91 B71 

83 407 

Total Councillors' Remuneration 

In-klnd Bonotits 

The Mayor is fulltime. He is provided wilh an oiricc at the cost of the Coundl. 


1 704 360 

1 GB7 859 

DEBT IMPAIRMENT 

Receivables from exchange transaclicns - Note 16 


164 505 

. 

Receivables from nan-exchange iransactions • Nate 17 


326 750 

- 

Total Contribution to Impairment Prevision 

= 

491 255 

- 

FINANCE CHARGES 

Post Retirement Charges 


531 014 

517691 

Rehabllilallon Cost - Refuse Waste Disposal Sites 


647 1D6 

309 054 

Total finance cltargas 


1 378 120 

828 755 

BULK PURCHASES 

Eleciridty 


7 035 969 

6 283 489 

Total Bulk Purchases 

_ 

7Q3S 989 

6 283 489 

GRANTS AND SUBSIDIES 

Indigent Subsidies 


7408 903 

7 436 334 

Total Grants and Subsidies 

OPERATING GRANT EXPENDITURE 


7 409 903 

7 436 334 

Operating grant expenditura per vole 

Executive & Coundl 


6 620 574 

8 184 665 

General Expenses 


5 620 874 

8 104 685 

GENERAL EXPENSES 

Audit Costs 


1 261 944 

1 012 125 

Fuel & on 


611 17S 

545 707 

Subsislonee and Travollirg 


570 314 

460676 

Tolephano & Postage 


335 573 

331 210 

Bsnk charges 


66 675 

112 244 

Eleetrldty Sskom 


200 354 

201 535 

StroBt Lighting 


23B 705 

213 627 

Animal Feeds 


56 132 

112 765 

Advertlsament, printing & stationary 


13B 136 

136182 

Refuse bag purchases 


111 600 

66 432 

insurance 


158 846 

206 606 

Other General Expenses 


314 854 

264 616 

Housing Fund 


86 420 

. 

Membership for assadallons 


400 000 

200 000 

Chemicals 


126 092 

56 364 

Special programmes 


61 521 

S0 5B4 

General Expenses 


4 791 343 

4 063 978 


Other General Expenses Include administrative and technicat expenses oltierwise not provided lor In the Rne- 
llcms or the Slalement of Financial Perfonnancc. This Inctudo Items such as vehide Bnnses. cleaning 
agents, valuation costs, relreshments, water services Ices and woriimen compcnsallon. 


33 CHANGE IN ACCOUNTING POLICY 

33.01 Property, Plant and Equipment 
Balance reported In note 34,02 

Transfer to Heritage Assets - previously disdosed as PPE - Note 33.02 
Total 

33.02 Kcritago Assets 

Balance previously reported 

Transfer from PPE - previously disdosed • Note 33,01 
Total 


2012 

R 


sa Bsa Bsa 

(19 176) 

aa 679 719 


19 176 
19 178 
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34 CORRECTION OF ERROR IN TERMS OF GRAP 3 

34,01 Operating Leasa Assot 

Balance previously reported 14 216 

Transfer lo Rental of Facilities and Equipment (Stalemenlol Financial Pariomtance) due to recalculalian of 

Vodacom contract - Reler note 34,04 and 16 (419) 

Total 13 797 


2012 

R 


34,02 Property, Plant and Equipment 

Balance previously reported 68B63 923 

First lime recognislon of Carnarvon Erf 169 as PPE- Nolo 34,03 24 400 

Correction on calculation of accumulaledc depredation as at 30 June 2011 • Hole 34.03 and 10 6 242 

Carrccllon on calculation of deprcdallcn during 2011/12 • Note 34,04 and 10 4 170 

Conecllon on calculation of disposed depredation during 2011/12 -Note 34,04 and 10 159 


Total 

34.03 Accumulated Surplus/(Dcnelt) 

Balance previously reported 

First lime recognision of Carnarvon Erf 169 as PPE - Note 34.02 

CorToclIon an calculation of accumulaledc deprcclallon as at 30 June 2011 • Note 34.02 and 10 
Total 

34.04 Statement of Financial Perfontiance 
Balance previously repartod 

Correction an catculalion of depredation during 2011/12 -Note 34,02 and 10 

Transfer lo Rental of Facilities and Equipment (Sialemenl of Finandal Peifannance) from Operating Loose 
Asset due to recalculation of Vodacom esnirad - Refer note 34,01 and 10 
Correction on calculation of disposed depredation during 2011/12 -Note 34.02 and 10 
Total 


36 RECONCILIATION BETWEEN NET SURPLUS/(DeFICITl FOR THE YEAR ANO CASH 

GENEFIATED/(ABSORBEO} BY OPERATIONS 

Surplus for the year 
Adlustments for: 

Depredation 

Amortisation of Intanglblo Assets 

CapilBlised Restoration Cost Impalrmeni 

(Ga1n)/Loss on dispoiat of property, plant and equipment 

Contribution fromflo employee benefits • non-eurranl 

Contribution from/to omployee benefits • non-current • expenditure Incurred 

Conlrlbullon fram/to employee benefits • non-current - actuarial losses 

Conlributlon from/la employee benefits - ncn-currenl • aeiuedel gains 

Contribution to employee benefits - current 

Contribullcn to employee benefits - current - eipendllure tneurred 

Contribution to provisions - non-eurreet - Renabliliatlon of Landfill-sites 

Contribution to previsions - bad debt 

Contribution lo previsions - VAT Impairment 

Unamonlsad discount - Inieresl • Revenue 

Contributed PPE 

Bad debt written off 

increasc/(Deeraase) In Unspent Conditional Govemmeni Grants artd Receipts 
Operating lease Incams accrued 

Operating Surp[us/(Denclt} before changes In woridng copltel 
Changes In woriilng capital 

Increasc/fDecrcase) In Payables from exchange transadlons 
(IncrcaseVDocrease In Trade Receivables from exchange transactions 
(lncreasB}/Deaeaso In Oirter Receivables from ncn-cxchonge transactions 

Cash gcncratcd/fabsorbed) by eporatlons 


36 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included In the cash fiovr statornem comprise the following: 

Call Investments Deposlls - Note 19 
Bank - Note 19 

Total cash and cash equivalents 

37 RECONClUATION OF AVAILABLE CASH ANO INVESTMENT RESOURCES 
Cash and Cash Equivalents - Note 36 


Less: 

Unspent Committed Conditional Grants - Note B 
Cash Portion of Housing Development Fund - Note 2 

Net cash raseureos available for Internal distribution 
Allocated to: 

Capital Replacement Reserve 
Rctenslcn 

Prevision for Employee benefits 
Resen/es 

Staff Leave, Performance Management System, Long Service 
Rosources avalloble for working capital requirements 


80 898 095 


96 237 681 
24 400 
6 242 



95 328 323 


8 091 711 


4 170 


(419) 


159 


8 096 621 

2013 

2012 

R 

R 

11 443 100 

8 095 621 

2 49B7D1 

2 705271 

65113 

67 203 

(67 900) 

46 502 

33 933 

60 942 

649 076 

835 037 

(177 174) 

(239 063] 

676 193 

79 963 

• 

(33B 167) 

465 466 

479201 

(364 542) 

(360 308} 

647 106 

309 064 

491 255 

. 

(144 332) 

(163 700) 

(3 801) 

(4 079) 

• 

(121 297) 

(1 041 945) 

(3 956 912) 

(95 416) 

(1 441 419) 

(0033) 

(3 163) 

15 463 BOO 

6 051 717 

663 514 

4 500 367 

(23 047) 

(24 807) 

728 580 

3 594 199 

(142 019) 

930 995 

16 027 314 

10 552 104 

22 920 310 

21 376 614 

263 162 

225 652 

23 203 491 

21 602 265 

23 203 491 

21 602 265 

23 203 491 

21 602 265 

2 008 337 

2168 923 

1 972 611 

2 056 028 

35 726 

120 895 

21 195 154 

19413 343 

(11 347 612) 

(11 347 612} 

(563 246) 

(299 232) 

(4 000 000) 

(3 000 000) 

(352116) 

(352 116) 

(2 234 010) 

(1 956 626) 

2 697 171 

2 457 557 
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UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED 


30,01 Unauthorised opendllure 


Recondliallon of unauthorised expenditure; 

Opening balance 



Unauthorised expenditure current year - capital 

4 BOO 441 

219 275 

Unauthorised expenditure currant year* cpcratlng 

. 

60 105 

Written off by council 

(4 000 441) 

(279 460) 

Transfer to raceivables for recevery 

- 

- 


Unauthorised ecpenditure awaiting autharisallon 


Incident 

□iselpllnary stcpsicriinlital rmeecdinne 

Wane 

None 



2013 

2013 

2013 

2013 


R 

R 

R 

R 


(Actual) 

(Budgetj 

(Variance) 

(Unauthorised) 

Unauthorised oxonnitllnm current vear - ennratlnn 





Executive 6 Council 

17090 302 

27 271 931 

(9 373 549) 

. 

Budget & Treasury 

7449 002 

6 440 600 

1 000 194 

1 QDB 194 

Ccrporale Services 

1657 44S 

1 740 254 

(52 009) 

. 

Health 

10 007 

21 232 

(10 345) 

. 

Community S Social Services 

974 050 

9SS 250 

(10 400) 

. 

Public Safely 

04 938 

121 471 

(36 033) 


Sport & Recrealicn 

SOS 03S 

S1S4B9 

(7 454) 

. 

Wasto Management 

2464 616 

2 300 925 

175 091 

175 691 

Waste Water Management 

3 046 360 

2651 575 

194 705 

194 755 

Road Transport 

2 494 724 

2997438 

(502 714) 

. 

Water 

775 02S 

856 255 

(S3 230) 


EIcctridly 

7 596 123 

7 790 456 

(194 333) 

- 


44 900 306 

53 903 004 

(0 922 090) 

1 370 669 

Unauthorised oxnandlliim nrirreni vear- canllal 

2013 

2013 

2013 

2013 


R 

R 

R 

R 


(Actual) 

(Budge 1) 

(Variance) 

(Unautlioriscd) 

Budget S Treasury 

13 653 

. 

13 653 

13 853 

Communlly & Social Services 

262 531 

. 

262 531 

262 531 

RoBd Trantpsrt 

12 746 634 

e 474 000 

4 272 S34 

4 272 534 

Water 

311636 

. 

311 638 

311638 

Eleelritity 

1 11956$ 

1 100 ooo 

19 585 

19 585 


14 4S4 441 

9 574 000 

4 880 441 

4 080 441 


30,02 Famfl»».and wasteful eieendltura 

Racaneinallon o( fnjillass and wasteful eiponditure: 

Qpaning balance 

PruHlaas and wasteful expandllure eurranl year 
Wiitlan off by council 

Transfer lo receivables for recovery • not condoned 
FrullloBB and wasteful expendlluro awa^tir^g eondonomertS 


Ineldont 

Olselolirurv sieDs/erimlnsI oncsedinas 

Wone 

Atone 


30,03 lccaju!ac.o»-B«in.dliufe 


Reconciliation of Inegular oipendilure: 


Opening balance 


. 

Irregular expendllure - prior year idenlified in currant year 

. 

1 009 095 

Irregular expenditure eumenl year 

. 

2190 233 

Candonomeni supported by council 

. 

(4 079 329) 

Transfer to receivables for racovery - not condoned 

• 

. 

Irregular expenditure awaiting condortemcnl 




19 993 
072 403 
400 000 
097 757 
1 009 096 


4 079 329 


Incident 

Olicipllnarv stops/crimlnal oreceodlnas 

2012-FrsnlcSlans Rfg 992.76 

Atone 

2012-WoriavPanions RB72 483.12 

Atorre 

2012 - LM Consfn/cf/on R400 OOO 00 

Atorre 

2012 •Poori Baton 9837755.81 

Wone 1 

2011 - LM Conslnieiion R1 889Q9S.00 

None 1 


30,04 Material Losaos 


Electricity distribution losses 
Units purchased (Kwh) 

- Units lost during dlslnbution (Kwh) 
• Percentage lost duriitg distribution 


0712 229 
1 270 070 
14,50% 


0 633 370 

1 233 404 

14,29% 


65 



KAREEBERG MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 


ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 


39,01 

CanWbulIons to ornanlsed local novommont - rHFMfl IM llWhlt . Ml RA mUTRlni moMC 




Council subscriptions 


400 000 



Amount paid - current year 


(400 000) 

(200 000) 


Balanco unpaid (included In creditors) 


- 

- 




2013 

2012 




R 


39,02 

Audit toes - tMFMA 175 llWhtl 





Current year audit foe 


1 251 944 

1 012 125 


External Audit • Auditor-General 


1 261 944 1 

1 012 125 


Amount paid - current year 


(1 251 944) 

(1 012 125) 


Balanco unpaid (Includod In creditors) 


- 

- 

39,03 

VAT.rMFMAUSMKhtl 





Opening balanco 


(957 792) 

(563 990) 


Amounts received • current year 


3 046 449 



Amounts claimed - current year (payable) 


(3 912 357) 

(3 495 562) 


Amounts received - previous year 


967 792 

653 990 


Closing balance 


(SES 93B| 

(967 792) 


VAT is payable on the receipts basis. Only once payment is received from debtors Is 





VAT paid over to SAR5. 




39,04 

PAYE. SOL and UIF - TMFMA 175 mihti 





Current year payroll deductions and Council Ccntribulicns 





Amount paid - current year 


(2 D51 775) 

(1 766 156) 


Balanco unpaid (Includod in creditors] 


- 

- 

39,05 

Pension and Medical AIri neriucllans -fMFMA 175llUhll 





Current year payroll deduetlsns and Council Centribudons 


2 943 146 



Amount paid - current year 


(2 943 146) 

(2 630 413) 


LA. Health 


(253 684) 

(224 691) 




(12 92D) 

(29 346) 


Capa Pension Fund 


(4S6 744) 

(346 363) 




(675 750) 

(683 124) 


Cape Joint Retirement Fund 


(1 126 552) 

(971 960) 


8AMWU Provident Fund 


(412 996) 

(374 730) 


Balanco unpaid (Includod in eroditsrs) 


- 

. 

39,08 

Ceunelllof's arrear eonsumar accounts • (MFMA 12S nubtl 





The (ollowlng Councillors had arrear accounts for more than 90 days as at 30 June 2013: 







2013 

2012 




R 

R 




Outstanding 





more than 90 

Outstanding more than 




days 

90 days 


None 



. 


Total Counelllor Arrear Consumer Accounts 


. 

. 

39,07 

auetatlpne awarded . Spet[on.4S- Supply Chain Mananement 





Mr C van der Merwo - Chief operations Manager's Wife • 5relhar-in-law 


140 573 

2 565 265 




140 573 

2SGS 265 

39,00 

Deviations - Section 36(21 • SudoIv Chain Mananement 







Between 



Loss than 

Between R30,001 

R20D,aD1 ond 



R3O,0ao 

and R200,000 

R2,aDO,000 

More than R2, 000, 001 


Sole provider 107 267 





Emergency cases 33 392 

44 745 


. 


Availability 32D053 

SO 695 




Service provider 312 347 

200 BIB 


- 


773 059 

326 256 


- 




2013 

2012 




R 



CAPITAL COMMITMENTS 





Cemmltmonts In respect of capital expendituro: 





Approved and contracted (or 


. 

2 669 496 


Infrastructure 

[ 

nr 

2 669 496 1 


Total 


- 

2 659 496 




2013 

2012 




R 



This expenditure will be financed from; 





Government Grants 


- 

2 669 496 
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2013 2012 

R R 

41 FINANCIAL RISK MANAGEMENT 

The activities ol the mjnicipallly expose it to a variety of Enartdal ttsks, tnduding market risk {comprising fair 
value Interest rale risk, cash flow interest rate risk and price risk), credit risk and Hqultfrly risk. The 
munidpality's overall risk management programme focuses on the unprcdlctablSty of financial markals and 
seeks to minimise potential adverse effects on the munidpality's firtancial performance. 


(a) Foreign Exchange Currency Risk 

The munidpality docs not engage in foreign currency transactions. 

(b) Price risk 

The munidpalily is not exposed lo price risk. 

(c) Interest Rate Risk 

As the munfdpeliiy has significant Interest-bearing llabililies, Iho onlit/s Income and operaling cash flows 
are substantially dependent on changes In market Interest rates. 

The munidpality analyses ila polenlial exposure la Interest rale changes on a conlliunus basis. Otfrerent 
sccnarious are simulated which indude refinancing, renewal of current podltons, aBctnoiive financing and 
hedging. Based on these scenarious, Iho entity calculates the Impact that a change in interest rates wfll 
have on the surplus/dcfidi for the year. These sccnarious are only simulaied (Or llaUHIes wtileh constilule 
the majority of Interest bearing liabilfllcs. 


Tho municipality did not hedge against any inicrest rale risks during the current year. 

2013 2012 

R R 

Tho polenlial impact on the enlit/s surptus/dcficit for the year due lo changes In InleresI rates were as 
fallow: 

0,S% Increase in interest rales 116 017 

0.51% Decrease In Interest rates (116 017) 

(d) Credit Risk 

Credit risk Is the risk that a counter parly to a financial or non-finaitdal asset wfll faH lo discharge an 
obligation and cause the municipality lo Incur a financiat loss. 

Credit risk consist mainly ef cash doposils, cash oqulvalents, tmde and other receivables and unpaid 
condllional grants and subsidies. 

Receivables are disclosed nal after previslens are made for Impalmient and bad debts. Trade debtors 
eomptlsa ef a large number of ratepayers, dispersed across differem sectors and geographical areas. 

Ongaing credit ovaluetlens are psrlernied on the financial condition of these debtors. Credit risk pedalning 
lo trade and other debtors Is considered lo bo moderate due the diversified nature of debtors attd 
Immalerial nature of Individual balances. In the oascofconsumerdeblorsthomunlelpalilyeireollvelyhas 
the right lo lormlnate servlees to customers but in pracllce this Is difficult lo apply. In the case of deWors 
whose ascounis become In arrears, Council endeavours to coBea such occoums by Tevyirtg of ponariy 
charges', ‘demand far payment', 'restrleticn of services' and. as a last resort, *handed over fOr 
eolleellon', wtilchavor procedure Is applicable In lerms of Coundfs Credit Control and Debt Collection 
Pollay. 


All rates and servleesarepsyablewlthirt 30 days from Invoico dale. Refer to nole 16 and 17 forafl 
balances outstanding longer lhan 30 days. These balances represent oil debtors at year end which 
defaulled on their credit lerms. 


103 011 
(108 011) 
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FINANCIAl. RISK MANAGEMENT (CONTINUE) 

Balances past due not Impaired: 

2013 2013 2012 2D12 

«. R % R 


Non-Ejtchanne Receivables 


Rales 

0,00% 

- 

a,aa% 

. 

Fxrhnnne Receivables 





Electricity 

0,O0K 

. 

0,00% 


Water 

0,00K 


0,00% 


Refuse 

0,00% 


0,00% 


Sewerage 

0.00% 


0,00% 


Other 

0,00% 

■ 

0,00% 

• 


0,00% 

0 

0,00% 

0 


No receivables are pledged as securily for (Inandal Uabllilies. 


Due la the short term nature el trade and other receivables the carrying value (Ssctosed in nols 16 & 17 of 
the financial statcmonts Is an approximation of Us fair valuo. Intorasl on overdue balances (tales) are 
Included at prime lending rale plus 1U where applicable. 


The provision forbad debts could be allocated between the diflereiri classes of debtors as (OBows: 



2013 

2013 

2012 

2012 


% 

R 

% 

R 

Non-Fxrhanns Receivables 

Rales 

100.00% 

1 764 674 

100,00% 

1 621 765 

Fxriinnnp Rerelu.shtn'. 

Electricity 

23.65% 

165 622 

23,50% 

327 612 

Wafer 

15,77% 

110 453 

5,07% 

61 683 

Refuse 

16.38% 

128 707 

17,70% 

245 827 

Sewerage 

17.09% 

119 723 

7,70% 

107 354 

Other 

25.12% 

175932 

45,23% 

630 541 


100.00% 

700 437 

100% 

1394 216 

The prevision fer bad debts could be allocated between the differeni categories of debtors as follows: 



Government 

0.00% 


0,00% 


Industrial 

1.65% 

40 691 

1,58% 

47 619 

Residential 

98.23% 

2 421 562 

98,09% 

2 958 305 

Indigenis 

0.12% 

3 059 

0,33% 

10 07B 


100.00% 

2465 311 

100% 

3 016 001 


2013 

2013 

2012 

2012 


% 

R 

% 

R 

Bod debts written off per debtor class: 





Nan-ExehBnae.Rsealvabies 

Rales 

100.00% 

163661 

0,00% 

. 

Exchange Reealvables 

SarviBBS 

100.00% 

658 264 

88,43% 

3 498 997 

Other 

0.00% 

• 

11,57% 

487 916 


100.00% 

656 264 

100,00% 

3 986 912 


The entity only deposliscash wtlh major banks with high quabiycredl standing. No cash and cash 
equivalents were pledged as security for financial liabilities and no resliicUons wore placed on Iheuseof 
any cash and cash equivalsnu forlhe pertod under review. Although the credil risk pertaining lo cash and 
cash equivalenls are ecnsidsred to bo low, the maximum exposure are disclosed below. 


Tha cnllly only enters Into ncn-currenl Invasiment transactlans with major banks witti hl^ quality aedit 
standing. Although the credit risk pertaining lo nsrt-cunerrl investments are considered lo bo low, Ihe 
maximum exposure arc disclosed below, 


The banks ulillscd by Ihe municipality for current and non-currenl Invosimenis ore all Bsled on Ihe JSE 
(ABSA and Standard Bank). The credit quality of these inslilulions are evaluated based on their required 
SENS releases as well as other media reports. Based on ell pubRc communications, tho financial 
sustalnabilily Is evaluated to be of high quality and the credit risk poriolning lo these Inslilulions ere 
considered to be low. 


The risk pertaining lo unpaid condilional grants and subsidies are tamsldcred to bo very low. Amounts are 
receivable from national and provincial gcvcmmcnl and there are no eiqiectaUon ofeourrtor party dolaulL 


Long-lemi Receivables and Other Debtors arc Individually evaluated minually at Balance Sheet dale for 
Impairment. 

2013 

2012 


R 

R 

Rnanclal assets exposed to credil risk at year end are as follows: 



Long term receivables 

60 604 

66 048 

Trade receivables and other receivables 

2 092 4S5 

1 963 994 

Cash and Cash Equivalents 

23 203 491 

21 602 265 


25 356 751 

23 652 307 
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2013 2012 

R R 

41 FINANCIAL RISK MANAGEMENT (CONTINUE) 

(e) Liquidity Risk 

Prudent liquidity risk managemeni Implies malnlaining suffidcni cash, the avalabirity of funding thiough an 
adequate amount of committed credit raeiliilcs. Due to the dynamic nature of the underlying business, the 
treasury maintains llexiblllly In funding by maintaining avaUaUMy under credil lines. 


The entity's risk la liquidity Is a result of the funds available lo lunrer future cammllineiils. The entity 
manages liquidily risk through an ongoing review of future commitinBnts and credil fadliUes. 

The table below analyses the entity's financial liabilities into relevant maturity gioupings based on the 
remaining period at the financial year end la the contractual malutily date. The amounts disclosed In the 
fable are the contractual undiscounted cash flows. Salances rhie wiiNn 12 months equal their carrying 
balances as the impact cf discounting is rtol s^n'iTicant. 


2Q13 


Less than 1 Between lands BatwconSand 

year years 10 years Over 10 Years 


Provisions - Landfill Sites 

- 

- 

2 011 181 

13 169 079 

Capital repayments I 

. 


1 458 202 

5 S79 248 

Interest I 

- 

• 

552 979 

7 269 831 

Trade and Other Payables 

654 155 




Consumer Deposits 

264 119 

. 

. 


Unspent condllional government grants and receipts 

1 972 611 

- 

' 

- 


3 I10BB6 

- 

2011 1B1 

13169 079 

2012 

Provisions • Landiill Sites 


1029 714 


17S15S13 

Capital repayments 

. 

817420 


6672 B24 

Interest 

• 

212294 

• 

11 842 589 

Trade and Other Payables 

677202 




Consumer Deposits 

266 759 


. 


Unspent eondillonal government grants and receipts 

2 066026 

- 

• 

- 


3213968.62 

1 029 714 


17 515513 


FINANCIAL INSTRUMENTS 


2013 

R 

2012 

R 

In accordance with CRAP 104 the linsndal instnimonts of the munitipality are dassllicd as loBows: 



Bnanelat Aasotfl 

Classifleallen 



Long-tarm Recolvsbloa 

Staff Loans 

PInandsI Inshuments al amotilted cost 

66 508 

77 921 

Consumor Oabtom 




Trade racaivablat from exehange Iransacllons 
Other receivables from exchange transacllani 

Financial Insirumenis al omorlised cost 

Financial inslnancnls al amociised cost 

1 605 762 

1 399 048 

2 093 966 

1 636 423 

Current Portion of Longnonn Roeelvables 

Stan Loans 

Rnsnelal instnimonts al amorlised cost 

9413 

9 045 

Short-term Investment Deposits 

Call Deposits 

Financbl Insinimenis al amortised cost 

22 920 310 

21 376 614 

Bank Balances and Cash 

Sank Balances 

FtnandiB htsUuments at amortised cost 

283 182 

225 6S2 



26 286 223 

25 422 621 

SUMMARY OF FINANCIAL ASSETS 




Rnancial Instruments at amortised cost 


26 286 223 

25 422 621 
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42 FINANCIAL INSTRUMENTS (CONTINU61 

42,2 Financial Llabll llv Classineatinn 

Payables from oxchanQe transactions 

Trade creditors Finandal insliuments at amoilEed cost 

Payments received in advance Finandal instiumeitts at amorlEed 

Unspent Cenditional Grants and Receipts 

Other Spheres of Government Financial Insirumenis at amonlsed cast 


SUMMARY OF FINANCIAL LIABIUTY 
Finandal instruments el amortised cost 

43 EVENTS AFTER THE REPORTING DATE 

The munidpality has no events after repcrling date during the Finandal year ended 30 June 2013 

44 IN-KIND DONATIONS AND ASSISTANCE 

The municipality did not receive any In-kind donations or assistance during the year under review. 

45 PRIVATE PUBLIC PARTNERSHIPS 

Council has not cnlercd Into any private public partnerships during the financial year. 

4B CONTINGENT LIABIUTY 


2013 

2012 

R 

R 


66SS1S 

705 466 

iaS 495 

169 655 

1 972 B11 

2 OSa 02B 

2 024 022 

2 943 14D 

2 aZ4 G22 

2 943 145 


The Karceberg Ratepayers assodalian lodged an appilealion lathe High Court for the dismissal of the 
Uunidpal Manager alleged that the Coundi did not fallow correct procedures and he Is not competent 
according to Rogulailons. 

47 RELATED PARTIES 

Key Management and Couneltlors receive and pay for services on ttie same Icrms andcondillons as other 
ratepayers / residents. 

47,1 Related Party Transaetlens 


Year ended 30 June 2013 

Rales •Levied 1 
July 2012 -SO 
June 2013 

Sorvlco Charges - 
Levied 1 July 
2012- 30 June 
2013 

Other* Levied 1 
July 2012 >30 
June 2013 

Outsbnding Batanees 
30 Juno 2013 

Counelllore 

12 349 

22840 

. 

3 777 

Municipal Manager and Section 50 Employeas 

13 053 

28 037 

- 

13 815 


The rales, service charges end ether charges are In accerdaneo with approved tarifls. No Impolimeni 
expenses have been recognised In respect of amounts owed by related parties. 

47,2 Related Party Loans 

Since 1 July 2004 loans lo eoundllors and senior management employees ate not penriltod. Loans granted 
prior to this data, together with the conditions, are disclosed in note IS lo the Annual Fnattdol Statements. 


47,3 Compensation of key manegemcnl personnel 


The compcnsallon of key management personnel Is set out in nole 25 lo Ihe Annual Finandal Slalemenls. 

47,4 Other related party transactions 

2013 2D12 

The fallowing purchases were made during the year where Councillors or Management have on Interest R R 

Coundllor/Slaff Member 


Mr C van der Merwe - Chief Operations Manager Wile's - Bruher-lrvlaw 


140 573 2 SS6 265 

140 573 2 &66 265 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 201 3 


FINANCIAL SUSTAINABILITY 


Ths Indicators or conditions that may, individually or colIccKvely, cast signHicanI doubt about the going 
concern assumption are as follows; 

Financial Indicators 

The current ratio increased to S,47;1 from S,1B;1 in the prior year. 


The muhicipalityhavc budgeted fora surplus of RB 274 000 (orihe 201212013 financial year. Unmuriclpalily 
is also budgcling for negative cash flows during 2013/2014 and 2014/2015 amounlino to R7 499 000 and R7 
453 000 respectively. 

The average debtors' payment days decreased to 04 days from 100 days. 

Other Indicators 

Possible ouiriow of recources due the eontlngenl llablllly disclosed In note 46 
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APPENDIX A -Audited 
KAREEBERG LOCAL MUNICIPALITY 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2013 

MUNICIPAL VOTES CLASSIFICATION 


2012 

Actual 

Income 

R 

2012 

Actual 

Expenditure 

R 

2012 

Surplus/ 

(DeHcit) 

R 


2013 

Actual 

Income 

R 

2013 

Actual 

Expenditure 

R 

2013 

Surplus/ 

(Deficit) 

R 

mm 

(140 381) 

(130 636) 

Cemetery 

6 715 

(146 591) 

(139 876) 


(786 263) 

(784 887) 

Library 

1 471 

(791 575) 

(790 104) 

- 

(119 892) 

(119 892) 

Museum 

. 

(36 684) 


- 

(1 391 790) 

(1 391 790) 

Corporate Services 

- 

(1 657 445) 

(1 657 445) 

6 957 425 

(134 451) 

6 822 974 

Etecincity Administration 

7 208 750 

(163 432) 

7 045 318 

- 

(6 652 258) 

(6 652 258) 

Electricity Generation 

- 

(7 551 602) 

(7 551 602) 

- 

(399 464) 

(399 464) 

Electricity DisUibution 

- 

(380 138) 

(380 138) 

27 276 997 

(19 814 629) 

7 462 368 

General Expenditure of Council 

29 356 410 

(17 898 382) 

11 458 028 

2 760 

(1 879) 

881 

Official Housing 

2 880 

(1 231) 

1 649 

5 436 305 

- 

5 436 305 

Property Rates 

7 209 845 

. 

7 209 845 

469 884 

(75 055) 

394 829 

Commonage 

444 565 

(59 252) 

385 312 

22 719 

(220 584) 

(197 865) 

Municipal Buildings 

22 884 

(166 840) 

(143 956) 

2 196 067 

(5 481 611) 

(3 285 544) 

Municipal Manager/Treasurer 

2 652 046 

(8 307 495) 

(5 655 449) 

- 

(955) 

(955) 

Health Service 

- 

(4 364) 

(4 364) 

- 

(35 729) 

(35 729) 

Nursing Service 

- 

(6 523) 

(6 523) 

- 

(46 440) 

(46 440) 

Air Port 

- 

(45 532) 


- 

(24) 

(24) 

Abattoir 

. 

(29) 

(29) 

- 

(15 533) 

(15 533) 

Fire Department 

- 

(16 995) 

(16 995) 

- 

(28 502) 

(28 502) 

Civil Protection 

- 

(12 047) 


3 510 

(39 858) 

(36 346) 

Pound 

4015 

(55 896) 

(61 881) 

570 

(1 616 521) 

(1 615 951) 

Public Worirs 

360 

(2134 056) 

(2 133 696) 

- 

(928 686) 

(928 886) 

Streets & Pavements 

- 

(661 658) 

(661 658) 

5 450 

(162 797) 

(157 347) 

Licensing & Traffic 

4 500 

(138 782) 

(134 282) 

26 450 

(205 479) 

(179 029) 

Nature Reserve 

45150 

(129 092) 


- 

(355 947) 

(355 947) 

Parks & Open areas 

- 

(309194) 

(309194) 

15 040 

(103 491) 

(88 451) 

Swimming Pool 

14 126 

(65 004) 

(50 878) 

6 720 

(13 216) 

(6 496) 

Caravan Park 

6 566 

(4 746) 

1 821 

2 781 414 

(2 636 815) 

144 599 

Refuse 

2 931 754 

(2 484 616) 

447139 

2 384 737 

(2 507 446) 

(122 709) 

Sewerage & Cleansing 

2 560 735 

(3 051 805) 

(491 070) 

- 

(369 410) 

(369 410) 

Water Distribution 

. 

(299 336) 

(299 336) 

3 713 010 

(896 814) 

2816 196 

Water Provision 

3 950 712 

(482123) 

3 466 569 

51 310179 

(45 182121) 

6128 059 

Sub Total 

56 423 486 

(47 062 4631 

9 361 022 

- 

1 963 652 

1 963 652 

Less Inter-Departmental Chaises 

- 

2 082 077 

2 082 077 

51 310 179 

(43 218 469) 

8 091 711 

Total 

56 423 486 

(44 980 386) 

11 443100 

\m^mm\ 
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APPENDIX B- Audited 
KAREEBERG LOCAL MUNICIPALITY 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2013 

GENERAL FINANCE STATISTIC CLASSIFICATIONS 
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